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Preface 


This supplement contains the official version of material supplementing the 
Tennessee Code Annotated, Official Edition, as previously enacted, and new 
and amendatory laws of a general and permanent nature enacted in the 2021 
First Extraordinary Session and the 2021 Regular Session of the 112th 
General Assembly. It was prepared by the editorial staff of the publisher with 
the assistance of Paige A. Seals, Revisor of Statutes and Executive Secretary 
for the Tennessee Code Commission. 

Information about the Code and suggestions for its use may be found in the 
User’s Guide, a version of which appears in each volume. 

Please note: (1) Tennessee Code Annotated section designations assigned to 
2021 acts by the General Assembly may have been changed by the Tennessee 
Code Commission pursuant to § 1-1-108; and (2) under Tenn. Const., art. II, 
§ 24, laws requiring the expenditure of state funds may be null and void 
unless first-year funding is approved in the year in which the law is passed. 

This supplement contains annotations from decisions posted to Lexis Ad- 
vance through April 15, 2021. Annotations are taken from decisions or articles 
that appear in the following traditional sources: 


South Western Reporter, 3d Series 
Supreme Court Reporter 

Federal Reporter, 3d Series 

Federal Supplement, 2d Series 
Bankruptcy Reporter 

Opinions of the Attorney General 
Tennessee Bar Journal 

Tennessee Law Review 

University of Memphis Law Review 
Vanderbilt Law Review 


Suggestions, comments, or questions about the Tennessee Code Annotated 
are always welcome. You may call us toll free at (800) 833-9844, email us at 
customer.support@lexisnexis.com, or write Tennessee Editor, LexisNexis, 9443 
Springboro Pike, Miamisburg, OH 45342. 

Visit our Internet home page at www.lexisnexis.com for an online book- 
store, technical support, customer service, and other company information. 
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TENNESSEE CODE ANNOTATED 


TITLE 56 
INSURANCE 


Chapter 
1. Department of Commerce and Insurance. 
Part 1. General Provisions 
Part 2. Organization and Personnel 
Part 3. Division of Regulatory Boards 
Part 4. Financial Valuations and Examination of Companies 
Part 7. Rules and Regulations [Repealed] 
2. Insurance Companies. 
Part 1. General Requirements for Doing Business 
Part 2. Kinds of Insurance 
Part 9. Corporate Governance Annual Disclosure Act 
Part 10. Insurance Data Security Law 
3. Operation of Insurance Companies. 
Part 1. General Provisions 
4. Fees and Taxes. 
Part 2. Taxes 
5. Rates and Rating Organizations. 
Part 1. General Provisions 
6. Agents, Solicitors and Administrators. 
Part 1. Tennessee Insurance Producer Licensing Act of 2002 
Part 5. Managing General Agents Act 
7. Policies and Policyholders. 
Part 1. General Provisions 
Part 6. Tennessee Right to Shop Act 
Part 10. Health and Accident Insurance 
Part 11. General Provisions — Auto Insurance 
Part 12. Uninsured Motor Vehicle Coverage 
Part 15. Medicare Supplement Policies 
Part 22. Tennessee Small Employer Group Health Coverage Reform Act 
Part 23. Mandated Insurer or Plan Coverage 
Part 26. Mandated Offerings of Coverage 
Part 28. Health Insurance Portability, Availability and Renewability Act 
Part 29. Access Tennessee Act of*2006 [Effective until June 30, 2025] 
Part 31. Pharmacy Benefits Managers 
Part 32. Pharmacy Benefits 
Part 33. Contracts with Health Care Providers 
‘Part 34. Unclaimed Life Insurance Benefits Act 
8. Unfair Competition and Unfair or Deceptive Practices. 
Part 1. Unfair Trade Practices and Unfair Claims Settlement Act of 2009 


56-1-109 INSURANCE 2 


CHAPTER 1 


DEPARTMENT OF COMMERCE AND INSURANCE 


Section 


56-1-109. 
56-1-110. 
56-1-111. 


56-1-211. 


56-1-302. 
56-1-306. 
56-1-310. 


56-1-310. 


56-1-312. 


56-1-413. 


56-1-701, 


Part 1. General Provisions 


License of person in default on student loans. 
Claims to be brought in chancery court of Davidson county. 
Chronic weight management task force. 


Part 2. Organization and Personnel 
Office to assist older persons concerning insurance. 
Part 3. Division of Regulatory Boards 


Powers, duties and responsibilities of director — Alternative method of license renew- 
als. 

Personnel. 

Moneys collected by boards attached to division of regulatory boards — Separate 
account in state general fund. [Effective until October 1, 2021. See the version 
effective on October 1, 2021.] 

Moneys collected by boards attached to division of regulatory boards — Separate 
account in state general fund. [Effective on October 1, 2021. See the version 
effective until October 1, 2021.] 

Default on student loans by members of regulated professions. 


Part 4. Financial Valuations and Examination of Companies 
Expenses of examination — Payment by company examined. 
Part 7. Rules and Regulations [Repealed] 
56-1-702. [Repealed.] 


PART 1 
GENERAL PROVISIONS 


56-1-109. License of person in default on student loans. 


(a) As used in this section, unless the context otherwise requires: 


(1) 


“Guarantee agency” means a guarantor of student loans that has an 


agreement with the United States secretary of education; 


(2) 


“License” means a license, certification, registration, permit, approval 


or other similar document issued to an individual evidencing admission to or 
granting authority to engage in a profession, trade, occupation, business, or 
industry; 

(3) “Licensing authority” means the department or any division, board, 
commission, committee, agency or other governmental entity under the 
authority of the department or attached to a division of the department that 
has been established by statute or regulation to oversee the issuance and 
regulation of any license; and 

(4) “T'SAC” means the Tennessee student assistance corporation. 

(b)(1) Upon receiving a copy of a final order as provided in subsection (c) from 
TSAC or a guarantee agency, each licensing authority shall suspend, deny or 
revoke the license of any person who has defaulted on a repayment or service 
obligation under any federal family education loan program, the federal 
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Higher Education Act of 1965 (20 U.S.C. § 1001 et seq.), a student loan 
guaranteed or administered by TSAC, or any other state or federal educa- 
tional loan or service-conditional scholarship program. 

(2) Notwithstanding subdivision (b)(1), a licensing authority may elect © 

not to suspend, deny, or revoke the license of a person if the default or 
delinquency is the result of a medical hardship that prevented the person 
from working in the person’s licensed field and the medical hardship 
significantly contributed to the default or delinquency. 
(c)(1) Each licensing authority shall accept any determination of default 
from TSAC or a guarantee agency, after TSAC or the guarantee agency has 
afforded a debtor an opportunity to be heard in accordance with subdivision 
(c)(2); and the licensing authority shall rescind any disciplinary action and 
restore any license upon receiving notice from TSAC or the guarantee 
agency that the debtor has agreed to serve the debtor’s obligation or is in 
compliance with an approved repayment plan. 

(2)(A) Unless a debtor has made satisfactory arrangements according to 

the lender, TSAC or the guarantee agency, which may include adminis- 

trative wage garnishment, voluntary payment arrangements, deferment 
or forbearance, then the debtor shall be regarded as delinquent or in 
default. If a debtor is delinquent or in default on a repayment or service 
obligation under a guaranteed student loan identified in subsection (b), or 
the debtor has failed to enter into a payment plan, agreed to a service 
obligation or comply with a payment plan previously approved by TSAC or 
the guarantee agency, then TSAC or the guarantee agency shall issue to 
the debtor a notice of intent to file an order with the appropriate licensing 
authority to seek to suspend, deny or revoke the debtor’s license. The 
notice shall: 
(i) Be served upon the debtor personally or by certified mail with 
return receipt requested; and 
(ii) State that the debtor’s license shall be suspended, denied or 
revoked ninety (90) days after service unless within that time the 
debtor: 

(a) Pays the entire debt stated in the notice; 

(b) Enters into a payment plan or service obligation, or complies 
with a payment plan previously entered into and approved by TSAC 
or the guarantee agency; 

(c) Requests and qualifies for deferment, forbearance or other 
satisfactory compliance; or 

(d) Requests a hearing before TSAC or the guarantee agency. 

(B) The hearing request by the debtor shall be made in writing and 

-must be received by TSAC or the guarantee agency within twenty (20) 
days of the date the notice is served. 

(C) TSAC or the guarantee agency, upon receipt of a request for a 
hearing from the debtor, shall schedule a hearing to determine whether a 
determination of delinquency or default which could result in suspension, 
denial or revocation of the debtor’s license is appropriate. The debtor’s 
license may not be suspended, denied or revoked until a determination is 
reached following the hearing. The issues that may be determined in the 
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hearing are: 

(i) The amount of the debt, if any; 

(ii) Whether the debtor is delinquent or in default; 

(iii) Whether the debtor: 

(a) Has entered into a payment plan or service obligation approved 
by TSAC or the guarantee agency; 

(b) Is willing to enter into a payment plan or service obligation 
approved by TSAC or the guarantee agency; or 

(c) Is willing to comply with a payment plan or service obligation 
previously entered into and approved by TSAC or the guarantee 
agency; 

(iv) Whether the debtor is eligible for deferment, forbearance or other 
satisfactory compliance; and 

(v) Whether the debtor’s default or delinquency is the result of a 
medical hardship that prevented the debtor from working in the debtor’s 
licensed field and the medical hardship significantly contributed to the 
default or delinquency. 

(D) If a debtor, without good cause, fails to respond to the notice of 
intent, fails to timely request a hearing, or fails to appear at a regularly 
scheduled hearing, the debtor’s defenses, objections, or request for a 
payment plan or compliance with a payment plan may be determined to be 
without merit; and TSAC or the guarantee agency shall enter a final 
decision and order, requesting suspension, denial or revocation of the 
debtor’s license, and further requesting the licensing authority to order 
the debtor to refrain from engaging in the licensed activity. TSAC or the 
guarantee agency shall send a copy of the order to the licensing authority 
and the debtor. 

(KE) The administrative hearings shall be conducted in accordance with 
rules and regulations adopted under the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 

(F)i) When TSAC or the guarantee agency determines that the debt is 
paid in full or the debtor has entered into a payment plan, entered into 
a service obligation, is otherwise in satisfactory compliance or complied 
with a payment plan previously approved by TSAC or the guarantee 
agency, TSAC or the guarantee agency shall enter an order requesting 
that the licensing authority terminate the order suspending, denying or 
revoking the license. TSAC or the guarantee agency shall send a copy of 
the order to the licensing authority and the debtor. Notwithstanding any 
other law, rule or regulation to the contrary, when the license is 
reinstated, the licensing authority shall not impose a reinstatement fee 
that exceeds fifty dollars ($50.00). 

(ii) Entry of an order seeking to terminate suspension, denial or 
revocation of a license does not limit the ability of TSAC or the 
guarantee agency to issue a new order which seeks to suspend, deny or 
revoke the license of the same debtor in the event of another delin- 
quency or default. 

(G) TSAC is authorized to promulgate necessary rules and regulations 
to effectuate the purposes of this subsection (c). All such rules and 
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regulations shall be promulgated in accordance with the Uniform Admin- 
istrative Procedures Act. 

(d) The commissioner is authorized to promulgate rules and regulations to 

effectuate the purposes of this section. All such rules and regulations shall be 

promulgated in accordance with the Uniform Administrative Procedures Act. 


History. Effective Dates. 
Acts 2012, ch. 519, § 1; 2018, ch. 744, §§ 7, 8. Acts 2018, ch. 744, § 13. January 1, 2019; 
taints. provided that for purposes of promulgating 


The 2018 amendment, effective January 1, ere a er teen 
2019, added (b)(2) and (c)(2)(C)(v). 


56-1-110. Claims to be brought in chancery court of Davidson county. 


(a) Claims challenging liability imposed by this title must be brought in the 
chancery court of Davidson County pursuant to the procedures set out in title 
67, chapter 1, part 9. 

(b)(1) The commissioner may, against any person, agency, or company 
licensed, registered, or permitted by or operating under a certificate of 
authority issued by the commissioner, or acting in an unlawful capacity that 
brings such person, agency, or company under the jurisdiction of the 
commissioner, assess the actual and reasonable costs of the investigation, 
prosecution, and hearing of any disciplinary action held in accordance with 
the contested case provisions of the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5, part 3, in which sanctions of any kind are 
imposed on that person, agency, or company. These costs may include, but 
are not limited to, those incurred and assessed for the time of the prosecut- 
ing attorneys, investigators, expert witnesses, administrative judges, and 
any other persons involved in the investigation, prosecution, and hearing of 
the action. 

(2) The commissioner may promulgate rules establishing a schedule of 
costs that may be assessed pursuant to this section. All rules must be 
promulgated in accordance with the Uniform Administrative Procedures 
Act. 

(3)(A) All costs assessed pursuant to this section become final thirty (30) 

days after the date of a final order of assessment is served. 

(B) If the individual or entity disciplined fails to pay an assessment 
when it becomes final, the commissioner may apply to the chancery court 
of Davidson County, which shall have jurisdiction over recovery of the 
costs, for a judgment and seek execution of the judgment. 


History. Effective Dates. 
Acts 2018, ch. 873, § 2. Acts 2018, ch. 873, § 18. May 3, 2018. 


56-1-111. Chronic weight management task force. 


(a) There is created the chronic weight management task force to study the 
health implications of chronic weight management and Type 2 diabetes. 
(b) The task force is composed of the following members: 
(1) Three (3) members of the house of representatives, one (1) of whom is 
the co-chair, appointed by the speaker of the house of representatives; 
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(2) One (1) member who is a licensed certified endocrinologist appointed 
by the speaker of the house of representatives; 

(3) Three (3) members of the senate, one (1) of whom is the co-chair 
appointed by the speaker of the senate; 

(4) One (1) member who is an obesity expert certified by American Board 
of Obesity Medicine, appointed by the speaker of the senate; and 

(5) The commissioner of commerce and insurance or the commissioner’s 
designee. 

(c) The task force shall study: 

(1) The health implications of chronic weight management and Type 2 
diabetes; 

(2) The cost associated with the diseases; 

(3) The various health treatments available to reduce the epidemic in this 
state caused by the diseases; and 

(4) How to promote the use of the data to influence decision making to 
better understand the cost savings for prevention of chronic weight manage- 
ment and Type 2 diabetes. 

(d) The first meeting of the task force is no later than September 1, 2021. 
The task force may conduct meetings as it deems necessary to conduct its 
business. The members shall not receive compensation or travel reimburse- 
ment for serving on the task force. 

(e) The task force is attached to the department of commerce and insurance 
for administrative purposes. 

(f) By January 15, 2023, the task force shall report its findings and 
recommendations to the general assembly at which time this section is 
repealed and the task force ceases to exist. 


History. Effective Dates. 
Acts 2021, ch. 373, §. 1. Acts 2021, ch. 373, § 2. May 11, 2021. 
PART 2 


ORGANIZATION AND PERSONNEL 


56-1-201. Creation of department of commerce and insurance. 


Compiler’s Notes. created by §§ 4-3-101 and 4-3-1301, terminates 
The department of commerce and insurance, June 30, 2023. See §§ 4-29-112, 4-29-244. 


56-1-211. Office to assist older persons concerning insurance. 


(a) The commissioner shall establish within the department an office to 
assist older Tennesseans in understanding, evaluating, and comparing insur- 
ance products available to them. The projects, programs, and services of the 
office shall be coordinated with those of the commission on aging and disability 
created by § 71-2-104. The office shall devote particular attention to address- 
ing questions involving medicare supplement insurance policies. 

(b) Subject to the limits of any appropriation by the general assembly, the 
commissioner may, through the office established under subsection (a): 

(1) Employ or contract for the services of a consultant approved by the 
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commission on aging and disability; 

(2) Train the consultant to meet with and appear before senior citizens 
groups to disseminate and gather information on insurance products of 
interest to them; 

(3) Develop a computer system capable of comparing features and rates of 
various insurance policies; 

(4) Reimburse volunteers for travel expenses incurred in connection with 
the performance of duties assigned by the office; and 

(5) Undertake any other activities that are reasonably necessary to 
accomplish the purposes of this section. 


History. ity” was substituted for “commission on aging” 
Acts 1988, ch. 986, § 2. pursuant to Acts 2001, ch. 397. 


Compiler’s Notes. 
The term “commission on aging and disabil- 


PART 3 
DIVISION OF REGULATORY BOARDS 


56-1-302. Powers, duties and responsibilities of director — Alternative 
method of license renewals. 


(a) Notwithstanding any contrary law, except title 55, chapter 17, the 
director has the power, duty and responsibility to: 

(1) Act as chief administrative officer for each board; 

(2) Employ all consultants, investigators, inspectors, legal counsel, and 
other personnel necessary to staff and carry out the functions of the boards, 
and assign the personnel in a manner designed to ensure their most efficient 
use, excluding the board of pharmacy and the state board for licensing 
contractors; 

(3) Provide office space and necessary quarters for the boards; 

(4) Maintain a central filing system for official records and documents of 
all boards; 

(5) Promulgate rules and regulations for all administrative functions and 
activities of the boards; 

(6) Enforce all regulations promulgated by the boards; 

(7) Collect and account for all fees prescribed to be paid to each board, 
and, unless otherwise prescribed by law, deposit the fees in the state 
treasury, and the commissioner of finance and administration shall make 
allotments out of the general fund as may be necessary to defray the 
expenses of the division and boards as provided by law; 

(8) Perform other duties the commissioner prescribes, or as prescribed by 
law; 

(9)(A) Issue monthly a press release containing a disciplinary report, 

which shall list all disciplinary actions taken by each board during the 

prior month. The report shall list, by board, the following: 
(i) Name and professional address of any person disciplined the prior 
month; 
(ii) Disciplinary action taken; and 
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(iii) Any civil penalty imposed; and 

(B) The disciplinary report for the prior month shall be made available 
to newspapers of general circulation in each of the state’s metropolitan 
areas, Nashville, Memphis, Knoxville, Chattanooga and the tri-cities area 
composed of Bristol, Johnson City and Kingsport, by the fifteenth of each 
following month. 

(b)(1)(A) Notwithstanding any other law to the contrary, the director shall 
establish an alternative system of renewals of licenses issued by any 
regulatory board attached to the division of regulatory boards of the 
department under § 4-3-1304. The system shall be designed to allow for 
the distribution of the renewal workload as uniformly as is practicable 
throughout the calendar year. 

(B) Licenses issued under the alternative method are valid for twenty- 
four (24) months, and shall expire on the last day of the last month of the 
license period; however, during a transition period or at any time there- 
after, if the director, after consultation with the affected board or boards, 
determines that the volume of work for any given interval is unduly 
burdensome or costly, either the licenses or renewals, or both of them, may 
be issued for terms of not less than six (6) months nor more than eighteen 
(18) months. The fee imposed for any license under the alternative 
interval method for a period other than twenty-four (24) months shall be 
proportionate to the annual fee and modified in no other manner, except 
that the proportional fee shall be rounded off to the nearest quarter of a 
dollar (25¢). 

(2) As used in subdivision (b)(1), “license” is defined as in § 4-5-102. 

(c) Notwithstanding any other law to the contrary, the director of the 
division of regulatory boards of the department may implement a system for 
electronic submission of complaints or applications for licensure or registration 
to any regulatory program attached to the division, including any renewal 
thereof, and to notify licensees electronically of renewals, rulemaking or any 
other notification. 


History. comma following “legal counsel”, substituted 
Acts 1978, ch. 906, § 1; modified; T.C.A., “ensure” for “assure” following “designed to”, 

§ 56-145; Acts 1980, ch. 573, § 1; impl. am. and added “and the state board for licensing 

Acts 1983, ch. 311, §§ 1-8; Acts 1983, ch. 318, contractors” at the end. 

§ 1; 1989, ch. 389, § 3; 1990, ch. 1026, § 34; 

2013, ch. 188, § 1; 2017, ch. 454, § 1. Effective Dates. 


Acts 2017, ch. 4 _ May 25, 2017. 
Amendments. te 7, ch. 454, § 6. May 25, 2017 


The 2017 amendment, in (a)(2), inserted the 


56-1-306. Personnel. 


Any employment of personnel by the director for the division of regulatory 
boards shall be in accordance with rules of the departments of human 
resources and finance and administration. 


History. Compiler’s Notes. 
Acts 1978, ch. 906, § 1; modified; T.C.A., The reference to the “departments of person- 
§ 56-145; Acts 2017, ch. 454, § 2. nel and” was changed to the “departments of 
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human resources and” pursuant to Acts 2007, _ tor for the division of regulatory boards” follow- 
ch. 60, § 3, effective April 24, 2007. ing “personnel”. 


Amendments. Effective Dates. 
The 2017 amendment inserted “by the direc- Acts 2017, ch 454, § 6. May 25, 2017. 


56-1-310. Moneys collected by boards attached to division of regula- 
tory boards — Separate account in state general fund. 
[Effective until October 1, 2021. See the version effective 
on October 1, 2021.] 


(a) Notwithstanding any law to the contrary, all moneys collected by any 
board attached to the division of regulatory boards pursuant to § 4-3-1304 
shall be deposited in the state general fund and credited to a separate account 
for each board. 

(b) Disbursements from the accounts shall be made solely for the purpose of 
defraying expenses incurred in the implementation and enforcement of the 
boards’ areas of regulation. 

(c) The expenses shall not be paid from any other state funds. 

(d) Funds remaining in board accounts at the end of any fiscal year shall not 
revert to the general fund but shall remain available for expenditure in 
accordance with law. 


History. 
Acts 1991, ch. 440, § 1. 


56-1-310. Moneys collected by boards attached to division of regula- 
tory boards — Separate account in state general fund. 
[Effective on October 1, 2021. See the version effective 
until October 1, 2021.] 


(a) Notwithstanding any law to the contrary, all moneys collected by any 
board attached to the division of regulatory boards pursuant to § 4-3-1304 
shall be deposited in the state general fund and credited to a separate account 
for each board. 

(b)(1) Disbursements from the accounts shall be made solely for the purpose 

of defraying expenses incurred in the implementation and enforcement of the 

boards’ areas of regulation. 
(2) Notwithstanding subdivision (b)(1): 

(A) At a board’s discretion and upon the approval of the commissioner of 
commerce and insurance and the commissioner of finance and adminis- 
tration, funds in board accounts may be expended for the following 
purposes: 

(i) Capital purchases, including technology upgrades; 

(ii) Communications and marketing programs related to the board’s 
regulated industries, including consumer protection campaigns, public 
service announcements, and targeted media; 

(itt) Educational programs related to the board’s regulated industries, 
including programs regarding consumer awareness, industry best prac- 
tices, and industry recruitment; 

(iv) Payment of legal fees and related costs associated with legal 
representation by the attorney general and reporter; and 
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(v) Other initiatives related to the department’s strategic plan; 

(B) The commissioner of commerce and insurance, with the approval of 
the commissioner of finance and administration, may in extraordinary 
circumstances expend reserve funds in a board account for the purpose of 
administering the corresponding programs of that board; and 

(C) On or before December 31 in each year that reserve funds are 
expended under subdivision (b)(2)(B), the commissioner of commerce and 
insurance shall report to the chairs of the finance, ways and means 
committees of the senate and the house of representatives a list containing 
the name of each regulatory board reserve account for which funds were 
expended and the amount expended. 

(c) The expenses shall not be paid from any other state funds. 

(d) Funds remaining in board accounts at the end of any fiscal year shall not 
revert to the general fund but shall remain available for expenditure in 
accordance with law. 


History. Effective Dates. 
Acts 1991, ch. 440, § 1; 2021, ch. 549, § 9. Acts 2021; provided that for purposes of rule- 
making, the act took effect on May 26, 2021. 
Amendments. 


The 2021 amendment added (b)(2). 


56-1-312. Default on student loans by members of regulated profes- 
sions. 


(a)(1) Upon receiving a copy of a final order as provided in subsection (b) from 
the Tennessee student assistance corporation (TSAC), or a guarantee agency 
that has an agreement with the United States secretary of education, 
referred to as “guarantee agency” in this section, each board, commission or 
agency, referred to as the “licensing authority” in this section, attached to the 
division of regulatory boards shall suspend, deny or revoke the license of, or 
take other appropriate disciplinary action against, any person who has 
defaulted on a repayment or service obligation under any federal family 
education loan program, the federal Higher Education Act of 1965 (20 U.S.C. 
§ 1001 et seq.), as amended, a student loan guaranteed or administered by 
TSAC, or any other state or federal educational loan or service-conditional 
scholarship program. 

(2) Notwithstanding subdivision (a)(1), a licensing authority may elect 

not to suspend, deny, or revoke the license of a person if the default or 
delinquency is the result of a medical hardship that prevented the person 
from working in the person’s licensed field and the medical hardship 
significantly contributed to the default or delinquency. 
(b)(1) Each board, commission, committee, agency or other governmental 
entity created pursuant to this title shall accept any determination of default 
from TSAC or a guarantee agency, after TSAC or the guarantee agency has 
afforded a debtor an opportunity to be heard in accordance with subdivision 
(b)(2); and the board, commission, committee, agency or other governmental 
entity shall rescind any disciplinary action and restore any license or 
certificate upon receiving notice from the corporation or guarantee agency 
that the person has agreed to serve the person’s obligation or is in 
compliance with an approved repayment plan. 


Ll 


DEPARTMENT OF COMMERCE AND INSURANCE 56-1-312 


(2)(A) Unless a debtor has made satisfactory arrangements according to 
the lender, TSAC or the guarantee agency, which may include adminis- 
trative wage garnishment, voluntary payment arrangements, or defer- 
ment/forbearance, then the debtor shall be regarded as delinquent or in 
default. If a debtor is delinquent or in default on a repayment or service 
obligation under a guaranteed student loan identified in subsection (a), or 
the debtor has failed to enter into a payment plan or comply with a 
payment plan previously approved by TSAC or the guarantee agency, then 
TSAC or the guarantee agency shall issue to the debtor a notice of intent 
to file an order with the appropriate licensing authority to suspend, deny 
or revoke the debtor’s license or certificate. The notice must: 

(i) Be served upon the debtor personally or by certified mail with 
return receipt requested; and 

(ii) State that the debtor’s license or certificate will be suspended, 
denied or revoked ninety (90) days after service unless within that time 
the debtor: 

(a) Pays the entire debt stated in the notice; 

(6) Enters into a payment plan or complies with a payment plan 
previously entered into and approved by TSAC or the guarantee 
agency; or 

(c) Requests a hearing before TSAC or the guarantee agency. 

(B) The hearing request by the debtor shall be made in writing and 
must be received by TSAC or the guarantee agency within twenty (20) 
days of the date the notice is served. 

(C) TSAC or the guarantee agency, upon receipt of a request for a 
hearing from the debtor, shall schedule a hearing to determine whether 
suspension, denial or revocation of the debtor’s license or certificate is 
appropriate. The debtor’s license or certificate may not be suspended, 
denied or revoked until a determination is reached following the hearing. 
The only issues that may be determined in the hearing are: 

(i) The amount of the debt, if any; 

(ii) Whether the debtor is delinquent or in default; 

(111) Whether the debtor has entered into, or the debtor is willing to 
enter into, a payment plan or to comply with a payment plan previously 
entered into and approved by TSAC or the guarantee agency; and 

(iv) Whether the debtor’s default or delinquency is the result of a 
medical hardship that prevented the debtor from working in the debtor’s 
licensed field and the medical hardship significantly contributed to the 
default or delinquency. 

(D) If a debtor fails to respond to the notice of intent, fails to timely 
request a hearing, or fails to appear at a regularly scheduled hearing, the 


‘debtor’s defenses, objections, or request for a payment plan or compliance 


with a payment plan may be determined to be without merit; and TSAC or 
the guarantee agency shall enter a final decision and order, requesting 
suspension, denial or revocation of the debtor’s license or certificate, and 
further requesting the licensing authority to order the debtor to refrain 
from engaging in the licensed activity or activity for which a certificate has 
been issued. TSAC or the guarantee agency shall send a copy of the order 
to the licensing authority and the debtor. 
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(E) The administrative hearings shall be conducted in the same manner 
as those conducted pursuant to §§ 36-5-703 and 36-5-704. 

(F)i) When TSAC or the guarantee agency determines that the debt is 

paid in full or the debtor has entered into a payment plan or complied 

with a payment plan previously approved by TSAC or the guarantee 
agency, TSAC or the guarantee agency shall terminate the order 
suspending, denying or revoking the license or certificate. TSAC or the 
guarantee agency shall send a copy of the order terminating the 
suspension, denial or revocation to the licensing authority and the 
debtor. Notwithstanding any other law, rule or regulation to the con- 
trary, when the license or certificate is reinstated, the licensing author- 
ity shall not impose a reinstatement fee that exceeds fifty dollars 

($50.00). 

(ii) Entry of an order terminating suspension, denial or revocation of 

a license or certificate does not limit the ability of TSAC or the 

guarantee agency to issue a new order suspending, denying or revoking 

the license or certificate of the same debtor in the event of another 
delinquency or default. 

(G) TSAC is authorized to promulgate necessary rules and regulations 
in accordance with the Uniform Administrative Procedures Act, compiled 
in title 4, chapter 5, to implement this subsection (b). 

(c) Each board, commission or agency attached to the division of regulatory 
boards shall promulgate rules and regulations to effectuate the purposes of 
this section. 


History. Effective Dates. 

Acts 1999, ch. 476, § 2; 2018, ch. 744, §§ 9, Acts 2018, ch. 744, § 13. January 1, 2019; 
10. provided that for purposes of promulgating 
fen rules the act took effect April 18, 2018. 

endments. 


The 2018 amendment, effective January 1, 
2019, added (a)(2) and (b)(2)(C)(iv). 


PART 4 


FINANCIAL VALUATIONS AND EXAMINATION OF 
COMPANIES 


56-1-413. Expenses of examination — Payment by company examined. 


(a)(1) Any insurance company authorized to do business in this state and 
examined under the law shall pay the proper charges incurred in the 
examination, including the expenses of the commissioner or the commission- 
ers deputy, and the expenses and compensation of the commissioner’s 
assistants employed in the examination. 

(2) The compensation of the experts, actuaries and examiners designated 
by the commissioner for examining the books or business of insurance 
companies doing business in this state shall be fixed by the commissioner at 
a reasonable amount commensurate with usual compensation for like 
services. 
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(b) All persons engaging, assisting, or making the required examination 
under this chapter shall be regular state employees, and their entire expenses 
and compensation shall be paid only by the state as now provided for by law. 
Notwithstanding this subsection (b), the commissioner may contract, in 
accordance with applicable state contracting procedures, for qualified actuar- 
ies and financial examiners the commissioner deems necessary due to the 
unavailability of qualified regular state employees to conduct a particular 
examination; provided, that, with respect to financial examinations, the 
compensation and per diem allowances paid to the persons shall be fixed by the 
commissioner at a reasonable amount commensurate with usual compensation 
for like services. 

(c) The full cost of the examination fixed by the commissioner shall be paid 
into the department for its use and benefit in meeting the expenses and 


compensation for the persons engaged in the examinations. 


History. 

Acts 1895, ch. 160, § 4; Shan., § 3282; Acts 
1921, ch. 30, § 1; Code 1932, § 6097; Acts 1951, 
ch. 108, § 1; 1965, ch. 263, § 1; impl. am. Acts 
1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56-125; 
Acts 1991, ch. 142, § 9; 2000, ch. 642, § 1; 
2005, ch. 251.8 1; 2017;.ch; 354,’$ 6. 


Amendments. 

The 2017 amendment substituted “be fixed 
by the commissioner at a reasonable amount 
commensurate with usual compensation for 
like services.” for “not exceed one hundred fifty 


percent (150%) of the compensation and per 
diem allowances set forth in the guidelines 
adopted by the National Association of Insur- 
ance Commissioners, unless the commissioner 
determines that a higher compensation rate is 
necessary, and the insurance company being 
examined agrees to pay a compensation rate 
that might exceed these allowances.” at the end 
of (b). 


Effective Dates. 
Acts 2017, ch. 354, § 7. May 11, 2017. 


PART 7 
RULES AND REGULATIONS [REPEALED] 


56-1-701, 56-1-702. [Repealed.] 


History. 

Acts 1970, ch. 503, §§ 1, 2; impl. am. Acts 
1971, ch. 137, § 2;impl. am. Acts 1974, ch. 725, 
§§ 1, 22; T.C.A., §§ 56-141, 56-142; repealed 
by Acts 2018, ch. 873, § 3, effective May 3, 
2018. 


Compiler’s Notes. 

Former part 7, §§ 56-1-701, 56-1-702, con- 
cerned rules and regulations relating to the 
business of life, accident and health, credit life 
and credit accident and health insurance. 


CHAPTER 2 
INSURANCE COMPANIES 


Part 1. General Requirements for Doing Business 


Section 
56-2-104. 
56-2-125. 


Contents of statement — Deposits. 


Establishment and maintenance of an all payer claims database — Establishment of 


Tennessee health information committee. 


56-2-126. 


Service contracts not to be construed as business of insurance. 


Part 2. Kinds of Insurance 


56-2-208. 
56-2-209. 


Credit for reinsurance — Reduction from liability for reinsurance. 
Assuming insurers — Determination of financial condition. 


56-2-104 


Section 

56-2-901. 
56-2-902. 
56-2-903. 
56-2-904. 
56-2-905. 


INSURANCE 


Part 9. Corporate Governance Annual Disclosure Act 


Short title. 

Purpose and scope. 
Part definitions. 
Disclosure requirement. 
Rules. 


56-2-906. Contents of corporate governance annual disclosure. 
56-2-907. Confidentiality. 
56-2-908. NAIC and third-party consultants. 
56-2-909. Sanctions. 
56-2-910. Severability. 
Part 10. Insurance Data Security Law 
56-2-1001. Short title. 
56-2-1002. Purpose and intent. 
56-2-1003. Part definitions. 
56-2-1004. Information security program. 
56-2-1005. Investigation of a cybersecurity event. 
56-2-1006. Notification of a cybersecurity event. 
56-2-1007. Authority of commissioner. 
56-2-1008. Confidentiality. 
56-2-1009. Exceptions. 
56-2-1010. Penalties. 
56-2-1011. Rules. 


PART 1 
GENERAL REQUIREMENTS FOR DOING BUSINESS 


56-2-104. Contents of statement — Deposits. 


(a) Any domestic company shall satisfy the commissioner that: 
(1) It is fully and legally organized under the laws of this state to do the 

business it proposes to transact; 
(2)(A) If it is a stock life insurance company or a mutual life insurance 
company, it has and will maintain on deposit with the state treasurer, or 
with such other officer designated by law, at least two hundred thousand 
dollars ($200,000) in cash or its equivalent; but the commissioner may, in 
the commissioner’s discretion, accept as an equivalent bonds of the United 
States, or any agency or instrumentality of the United States, which have 
been included in the three (3) highest grades by any of the recognized 
securities rating firms, bonds of this state, bonds of the state of domicile, 
or bonds publicly issued by any solvent institution created or existing 
under the laws of the United States or any state of the United States, 
which have been included in the three (3) highest grades by any of the 
recognized securities rating firms; 

(B) Notwithstanding subdivision (a)(2)(A), the commissioner may de- 
cline to accept as a deposit any specific issue of securities that the 
commissioner has determined may not provide the necessary protection to 
policyholders and creditors in the United States; 

(C)G) The company shall likewise be required to file with the commis- 

sioner the certificate of the official with whom the securities are 

deposited, stating the time and amount of bonds of the United States, or 
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any agency or instrumentality of the United States, which have been 
included in the three (3) highest grades by any of the recognized 
securities rating firms, bonds of this state, bonds of the state of domicile, 
or bonds publicly issued by any solvent institution created or existing 
under the laws of the United States or any state, which have been 
included in the three (3) highest grades by any of the recognized 
securities rating firms, and that the commissioner is satisfied they are 
worth two hundred thousand dollars ($200,000), and that the deposit 
was made with the commissioner by the company for the protection of 
all policyholders and creditors in the United States; 

(i) Notwithstanding subdivision (a)(2)(C)(i), the commissioner may 

decline to accept as a deposit any specific issue of securities that the 
commissioner has determined may not provide the necessary protection 
to policyholders and creditors in the United States; 
(D)G) If the applicant is an insurance company other than a stock or 
mutual life insurance company, each company shall maintain on deposit 
at least one hundred thousand dollars ($100,000) in cash or its equiva- 
lent for each kind or class of insurance as defined in § 56-2-201; but the 
commissioner, in the commissioner’s discretion, may accept as an 
equivalent bonds of the United States, or any agency or instrumentality 
of the United States, which have been included in the three (3) highest 
grades by any of the recognized securities rating firms, bonds of this 
state, bonds of the state of domicile, or bonds publicly issued by any 
solvent institution created or existing under the laws of the United 
States or any state, which have been included in the three (3) highest 
grades by any of the recognized securities rating firms; 

(ii) Notwithstanding subdivision (a)(2)(D)(i), the commissioner may 
decline to accept as a deposit any specific issue of securities that the 
commissioner has determined may not provide the necessary protection 
to policyholders and creditors in the United States. The deposits shall be 
subject to the same conditions as required in the case of stock or mutual 
life insurance companies; and 


(3)(A) The insurer’s principal place of business is or will be located and 
maintained in this state. This subdivision (a)(3)(A) also applies to domes- 
tic health maintenance organizations. This subdivision (a)(3)(A) does not 


apply to: 


(i) Any insurer that was a domestic insurer prior to July 1, 1993, and 
whose primary executive, administrative and home offices were located 


_ outside of the state prior to July 1, 1993; or 


(ii) Any domestic reciprocal whose primary executive, administrative 
and home offices, and original books and records, were located and 
maintained outside the state prior to January 1, 1996; 

(B) The commissioner may suspend or revoke, after notice and hearing, 


the certificate of authority of a domestic company found to be in violation 
of subdivision (a)(3)(A); 


(C) The commissioner, in the commissioner’s sole discretion, may waive 


the requirement in subdivision (a)(3)(A) for any company. 


(b)(1) The deposit required by this section is not applicable to foreign stock 
or mutual life insurance companies, or to domestic or foreign insurance 
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companies writing workers’ compensation insurance or fidelity and surety 
bonds. Companies writing that type or form of insurance shall make deposits 
in accordance with the requirements of existing laws. 

(2) The provisions of this section applicable to domestic insurance com- 
panies shall apply to all insurance companies and associations except those 
specifically exempted in this section, whether the companies are stock or 
mutual, and it is specifically provided that §§ 56-2-101 — 56-2-103, this 
section, §§ 56-2-113 — 56-2-115, 56-2-201, and 56-2-301 fully apply to all 
such companies or associations regardless of what law or statute of this state 
under which the companies or associations may have been organized. 

(3) No requirement in this section not in effect on January 1, 1967, shall 
be considered applicable to any insurance company properly licensed to 
transact business in this state as of that date, except that any stock casualty 
company, foreign or domestic, not having at least one hundred thousand 
dollars ($100,000) in cash or equivalent on deposit for each kind of insurance 
as defined in § 56-2-201, shall meet the requirement by December 31, 1978. 
Domestic stock casualty companies not maintaining capital paid up of at 
least one hundred thousand dollars ($100,000) shall make a deposit equal to 
their capital paid up by December 31, 1977. 

(4) This section shall not apply to, or affect, or be construed as in anywise 
applying to, or affecting, domestic state and county mutual fire insurance 
companies, the organization of which was and is authorized by chapters 
19-21 of this title. 


History. ch. 617, §§ 2-4; 1993, ch. 253, § 19; 1999, ch. 
Acts 1985, ch. 183, §§ 2, 3; 1935 (E.S.), ch. 89, § 1;:2012, ch. 680, § 1;:2013) ch. 5, §§ 1, 2; 

51, § 1; C. Supp. 1950, §§ 6130.1-6130.3 (Wil- 2015, ch. 155, §§ 1, 2. 

liams, §§ 6130.2, 6130.3, 6130.5); T.C.A. (orig. 

ed.), §§ 56-202 — 56-204; Acts 1955, ch. 13, Compiler’s Notes. 

§ 2;) 1967 eh SIS) 20107 Th chy. 29178 vg This section is set out to correct the number- 

T.C.A., § 56-204; Acts 1980, ch. 503, § 2; 1984, ing of the subdivisions in (a). 


56-2-125. Establishment and maintenance of an all payer claims data- 
base — Establishment of Tennessee health information 
committee. 


(a) As used in this section, unless the context otherwise requires: 

(1) “All payer claims database” means a database comprised of health 
insurance issuer and group health plan claims information that excludes the 
data elements in 45 CFR 164.514(e)(2); 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Department” means the department of commerce and insurance; 

(4) “Group health plan” means an employee welfare benefit plan, as 
defined in § 3(1) of the Employee Retirement Income Security Act of 1974 
(ERISA) (29 U.S.C. § 1002(1)), to the extent that the plan provides medical 
care to employees or their dependents, as defined under the terms of the 
plan, or an administrator of the plan. For purposes of this section, “group 
health plan” shall not mean any plan that is offered through a health 
insurance issuer; 

(5) “Health insurance coverage” means health insurance coverage as 
defined in § 56-7-2902, as well as medicare supplemental health insurance; 
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and 

(6) “Health insurance issuer” means an entity subject to the insurance 
laws of this state, or subject to the jurisdiction of the commissioner, that 
contracts or offers to contract to provide health insurance coverage, includ- 
ing, but not limited to, an insurance company, a health maintenance 
organization and a nonprofit hospital and medical service corporation. 
“Health insurance issuer” also means a pharmacy benefits manager, a third 
party administrator and an entity described in § 56-2-121. 

(b)(1) The commissioner shall establish and maintain an all payer claims 
database to enable the commissioner of finance and administration to carry 
out the following duties: 
(A) Improving the accessibility, adequacy and affordability of patient 
health care and health care coverage; 
(B) Identifying health and health care needs and informing health and 
health care policy; 
(C) Determining the capacity and distribution of existing health care 
resources; 
(D) Evaluating the effectiveness of intervention programs on improving 
patient outcomes; 
(EZ) Reviewing costs among various treatment settings, providers and 
approaches; and 
(F) Providing publicly available information on health care providers’ 
quality of care. 

(2) Nothing in this section shall preclude a health insurance issuer from 
providing information on health care providers’ quality of care in accordance 
with § 56-32-130(e). 

(c) [Deleted by 2018 amendment. | 

(d)(1) As required by HIPAA, the all payer claims database shall not publicly 
disclose any individually identifiable health information as defined in 45 
CFR 160.103. Use of the all payer claims database shall be subject to 
restrictions required by HIPAA and other applicable privacy laws and 
policies. The all payer claims database shall be accessed only by staff or a 
designated entity authorized in writing by the commissioner of finance and 
administration to perform the analyses contemplated by this section. The 
commissioner shall develop procedures and safeguards to protect the integ- 
rity and confidentiality of any data contained in the all payer claims 
database. | 

(2)(A)G) The all payer claims database, summaries, source, or draft 

information used to construct or populate the all payer claims database, 
patient level claims data, reports derived from the all payer claims 
database, and other information submitted under this section, whether 
in electronic or paper form, shall not be considered a public record and 
shall not be open for inspection by members of the public under 
§ 10-7-503(a)(1). The information contained in the all payer claims 
database shall be considered confidential and not subject to subpoena. 

(ii) The commissioner may promulgate rules to authorize the public 
release of reports derived from the information. Any release of reports 
shall not result in such information losing its confidentiality or cause it 
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to be admissible, except in administrative proceedings authorized under 

the rules adopted by the commissioner. 

(B) The commissioner shall, through memoranda of understanding, 
allow the use of the all payer claims database by the department of finance 
and administration, the department of health, the department of mental 
health and substance abuse services, the department of intellectual and 
developmental disabilities, and other departments of state government for 
the purposes listed in subdivision (b)(1). 

(C) Except for officials of the state or those officials’ designees as 
permitted by subdivision (d)(1), nothing in this section shall be construed 
as permitting access to or discovery of the source or draft information used 
to construct or populate the all payer claims database. 

(e) The all payer claims database shall contain unique health care provider 
identifiers that may be used in public reports; provided, however, that no 
information that could reveal the identity of any patient from the all payer 
claims database shall be made available to the public. To ensure that 
individual patients are not identified, the following data shall not be included 
in any transmission by a group health plan or health insurance issuer to the 
state or designated entity for the all payer claims database or in any source or 
draft information used to construct or populate the all payer claims database: 

(1) Patient names; 

(2) Patient street addresses; 

(3) All elements of patient birth dates, except year of birth; 

(4) Patient telephone numbers; 

(5) Patient facsimile numbers; 

(6) Patient electronic mail addresses; 

(7) Patient social security numbers; 

(8) Medical record numbers; 

(9) Health plan beneficiary numbers; 

(10) Patient account numbers; 

(11) Patient certificate/license numbers; 

(12) Vehicle identifiers and serial numbers including license plate 
numbers; 

(13) Device identifiers and serial numbers; 

(14) Web universal resource locators (URLs); 

(15) Internet protocol (IP) address numbers; 

(16) Biometric identifiers including fingerprints, voiceprints, and genetic 
code; 

(17) Full-face photographic images and any comparable images; or 

(18) Any other unique patient identifying number, characteristic or code, 
except encrypted index numbers assigned prior to the transmission by group 
health plans or health insurance issuers to the state or designated entity for 
the purpose of linking procedures by patient; provided, that a patient’s 
identity cannot be known from the encrypted index number. 

(f)(1)(A) No later than January 1, 2010, and every month thereafter, all 
group health plans and health insurance issuers shall provide electronic 
health insurance claims data for state residents to the commissioner or a 
designated entity authorized by the commissioner, in accordance with 
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standards and procedures recommended by the Tennessee health infor- 
mation committee pursuant to subdivision (c)(2) and adopted by the 
commissioner by rule. 

(B) All group health plans and health insurance issuers shall provide 
additional information as the Tennessee health information committee 
recommends and the commissioner subsequently establishes by rule for 
the purpose of creating and maintaining an all payer claims database. 

(C) The Tennessee health information committee and the commissioner 
shall strive for standards and procedures that are the least burdensome 
for data submitters. 

(2) The collection, storage and release of health and health care data and 
statistical information that is subject to the federal requirements of HIPAA 
shall be governed by the rules adopted in 45 CFR parts 160 and 164. 

(3) All group health plans and health insurance issuers that collect the 
health employer data and information set (HEDIS) shall annually submit 
the HEDIS information to the commissioner in a form and in a manner 
prescribed by the National Committee for Quality Assurance (NCQA). 

(4) If any group health plan or health insurance issuer fails to submit 
required data to the commissioner on a timely basis, the commissioner may 
impose a civil penalty of up to one hundred dollars ($100) for each day of 
delay. 

(g) The commissioner, in the commissioner’s discretion, may allow some 


group health plans and health insurance issuers to submit data on a quarterly 
basis. The commissioner may also establish by rule exceptions to the reporting 
requirements of this section for entities based upon an entity’s size or amount 
of claims or other relevant factors deemed appropriate. 


(h)(1) The commissioner may, subject to the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5, promulgate rules and regulations 
for purposes of implementing this section. The commissioner is authorized to 
promulgate the initial rules as emergency rules pursuant to the Uniform 
Administrative Procedures Act prior to January 1, 2010, for the purpose of 
creating the all payer claims database. 

(2) The commissioner of finance and administration may, subject to the 
Uniform Administrative Procedures Act, promulgate rules and regulations 
concerning the operation of the all payer claims database and the distribu- 
tion and use of information maintained or created thereby. The commis- 
sioner of finance and administration is authorized to promulgate the initial 
rules as emergency rules pursuant to the Uniform Administrative Proce- 
dures Act prior to January 1, 2010, for the purpose of creating the all payer 


claims database. 


History. 

Acts 2009, ch. 611, § 3; 2010, ch. 1100, §§ 90- 
O2;°2009) ehi15)$°32 2012 ch. 8576) $8? 1 2; 
2015, ch. 65, §§ 3, 4; 2018, ch. 968, §§ 2, 3. 


Compiler’s Notes. 

Acts 2018, ch. 968, § 4 provided that, not- 
withstanding § 4-29-112, the Tennessee health 
information committee, created by this section, 
terminated May 16, 2018. 


Amendments. 

The 2018 amendment deleted (c) which read: 
“(c)(1) There is established a Tennessee health 
information committee, referred to as the ‘com- 
mittee’ in this section. The commissioner of 
finance and administration shall give all con- 
sideration to policies and recommendations 
formed by the committee, including those 
formed by the committee on any issues in 
response to a request of the commissioner of 
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finance and administration in the commission- 
er’s discretion. Any recommendations devel- 
oped by the committee shall, to the largest 
extent possible, be consistent with those of 
nationally recognized standard setting and ac- 
crediting bodies. 

“(2)(A)G) The public release of any report 
utilizing data derived from the all payer claims 
database on quality, effectiveness, or cost of 
care of health care providers or provider shall 
require a two-thirds (2/3) affirmative vote of the 
committee members present. 

“Gi) Health insurance issuers that contribute 
data to the all payer claims database and 
providers who are subjects of reports on quality, 
effectiveness or cost of care that utilize data 
derived from the all payer claims database 
shall be given access to the reports sixty (60) 
days prior to the public release of the reports 
for the review and submission of comments 
prior to the public release. 

“(B) Any other committee action shall require 
a simple majority affirmative vote of the com- 
mittee members present. 

“(C) Neither the committee nor the commis- 
sioner is authorized to make public release of 
individual patient level claims data. 

“(3) The committee shall develop for the com- 
missioner of finance and administration: 

“(A) A description of the data sets, based on 
national standards, if and when available, that 
will be included in the all payer claims data- 
base; and 

“(B) A method for submission of data. 

“(4) The committee shall develop for the com- 
missioner of finance and administration secu- 
rity measures for ensuring compliance with: 

“(A) The federal requirements of the Health 
Insurance Portability and Accountability Act of 
1996 (HIPAA) (42 U.S.C. § 1320d et seq.), and 
implementing federal regulations; and 

“(B) Other state and federal privacy laws. 

“(5) The committee shall regularly evaluate 
the integrity and accuracy of the all payer 
claims database. 

“(6) The committee shall develop policies to 
make reports from the all payer claims data- 
base available as a resource for insurers, em- 
ployers, providers and purchasers of health 
care, to continuously review health care utili- 
zation, expenditures and performance in this 
state. Such uses shall be subject to restrictions 
required by HIPAA and other applicable pri- 
vacy laws and policies as well as to reasonable 
charges recommended by the committee and 
set by rule. 

“(7) The committee shall be chaired by the 
commissioner of finance and administration or 
designee and attached to the department of 
finance and administration for administrative 
purposes. The committee members shall serve 
without compensation and travel expenses. 

“(8)(A) The committee shall include: 
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“(i) The commissioner or the commissioner’s 
designee; 

“(i) The commissioner of health or the com- 
missioner of health’s designee; 

“(jii) The commissioner of mental health and 
substance abuse services or the commissioner 
of mental health and substance abuse services’ 
designee; 

“(iv) The commissioner of finance and admin- 
istration or the commissioner of finance and 
administration’s designee; 

“(v) The director of the state division of 
health planning or equivalent; 

“(vi) The director of the office of e-health 
initiatives or equivalent; 

“(vii) The deputy commissioner of the bureau 
of TennCare or the deputy commissioner of the 
bureau of TennCare’s designee; and 

“(viii) The commissioner of intellectual and 
developmental disabilities or the commissioner 
of intellectual and developmental disabilities’ 
designee. 

“(B) The committee shall include the follow- 
ing members to be appointed by the commis- 
sioner of finance and administration: 

“(i) Two (2) physician members, who may be 
appointed from lists of qualified persons sub- 
mitted by interested medical organizations, in- 
cluding, but not limited to, the Tennessee Medi- 
cal Association; 

“(ii) Two (2) members to represent hospitals, 
who may be appointed from lists of qualified 
persons submitted by interested hospital 
groups, including, but not limited to, the Ten- 
nessee Hospital Association and the Hospital 
Alliance of Tennessee; 

“~ii) One (1) pharmacist member, who may 
be appointed from lists of qualified persons 
submitted by interested pharmacist groups, 
including, but not limited to, the Tennessee 
Pharmacists Association; 

“(iv) Two (2) members to represent the health 
insurance industry; 

“(v) One (1) member to represent a hospital 
and medical service corporation; 

“(vi) One (1) member to represent a coalition 
of businesses who purchase health services; 

“(vii) One (1) member to represent a self- 
insured employer; 

“(vili) One (1) member to represent health 
care consumers; and 

“(ix) One (1) member to represent ambula- 
tory surgical treatment centers. 

“(9) The commissioner shall consult with the 
interested groups listed in subdivision (c)(7) to 
determine qualified persons to fill the positions. 

“(10) The committee may appoint one (1) or 
more subcommittees to provide advice and rec- 
ommendations related to the operations and 
use of the all payer claims database, including, 
but not limited to, advisory committees on: 

“(A) Research; 

“(B) Technology; 
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“(C) Participation by health insurance issu- 
ers in the all payer claims database; and 

“(D) Such other matters as the committee 
may approve in its discretion. 

“(11) The members of the Tennessee health 
information committee appointed by the com- 
missioner of finance and administration as pro- 
vided in subdivision (b)(7)(B) shall serve one- 
year terms and _ shall be eligible for 
reappointment to subsequent terms; provided, 
however, that five (5) of the initial members 
shall serve an initial term of two (2) years. 
Vacancies shall be filled for any unexpired 
terms, and members shall serve until their 
successors are appointed. The initial term of 
such members shall be deemed to commence on 
July 1, 2009.”; and, in (d)(1), substituted “de- 
velop” for “collaborate with the Tennessee 
health information committee in developing” 
following “The commissioner”; redesignated 
former (2)(A) and (2)(A)(i) as present (2)(A)(), 
and therein deleted “unless public release of 
reports is authorized by the Tennessee health 
information committee” following “database”, 
substituted “The information” for “Further, 
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such information”, and deleted “; and”; in 
(2)(A)@i), substituted “The commission may 
promulgate rules to authorize the public re- 
lease of reports” for “Reports” and deleted 
“shall only be released pursuant to rules ad- 
opted by the commissioner subsequent to con- 
sultation with the Tennessee health informa- 
tion committee” at the end of the first sentence; 
in (2)(B), deleted “and after consultation with 
the Tennessee health information committee” 
following “understanding”; and, in (2)(C), sub- 
stituted “in” for “within” following “nothing”. 


Effective Dates. 
Acts 2018, ch. 968, § 5. May 16, 2018. 


Attorney General Opinions. 

T.C.A. § 56-2-125 is unconstitutional follow- 
ing the United States Supreme Court’s recent 
decision of Gobeille v. Liberty Mutual Ins. Co., 
136 S.Ct. 936 (2016). Consequently, the Depart- 
ment of Commerce and Insurance and the De- 
partment of Finance and Administration are 
allowed to stop the enforcement of T.C.A. § 56- 
2-125. OAG 16-42, 2016 Tenn. AG LEXIS 42 
(12/7/2016). 


56-2-126. Service contracts not to be construed as business of insur- 


ance. 


(a) The marketing, sale, offering for sale, issuance, making, proposing to 
make and administration of a service contract shall not be construed to be the 
business of insurance and shall be exempt from regulation as insurance 


pursuant to this title. 


(b)(1) For purposes of this section, “service contract” means a contract or 
agreement for a separately stated consideration for a specific duration to 
perform the service, repair, replacement or maintenance of property or 
indemnification for service, repair, replacement or maintenance, for the 
operational or structural failure due to a defect in materials, workmanship, 
or normal wear and tear, with or without additional provisions for incidental 
payment of indemnity under limited circumstances, including, but not 
limited to, towing, rental, road hazard and emergency road service. “Service 
contract” includes motor vehicle extended service contracts and agreements. 
Service contracts may provide for the service, repair, replacement, or 
maintenance of property for damage resulting from power surges and 
accidental damage from handling. 

(2)(A) For the purposes of this section, “service contract” also means a 

contract or agreement that provides one (1) or more of the following: 

(i) The repair or replacement of tires or wheels on a motor vehicle 
damaged as a result of coming into contact with road hazards; 

(ii) The removal of dents, dings, or creases on a motor vehicle that can 
be repaired using the process of paintless dent removal without affect- 
ing the existing paint finish and without replacing vehicle body panels, 
sanding, bonding, or painting; 

(iii) The repair of chips or cracks in, or the replacement of, motor 
vehicle windshields as a result of damage caused by road hazards; or 
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(iv) The replacement of a motor vehicle key or key-fob in the event 
that the key or key-fob becomes inoperable or is lost or stolen. 

(B) For purposes of subdivision (b)(2)(A), “road hazard” means a hazard 
that is encountered while driving a motor vehicle, which may include 
potholes, rocks, wood debris, metal parts, glass, plastic, curbs, or compos- 
ite scraps. 

(c) A contract excluded from the definition of a “pre-need funeral contract” 
pursuant to § 62-5-403(9)(C) is not a contract of insurance within the meaning 
of this title. 


History. Amendments. 

Acts 2011, ch. 71, § 1; 2017, ch. 90,§ 1; 2018, The 2017 amendment added (b)(2). 
ch. 628, § 1. The 2018 amendment added (c). 
Compiler’s Notes. Effective Dates. 


Acts 2018, ch. 623, § 3 provided that the act, Acts 2017, ch. 90, § 2. April 4, 2017. 


which amended this section, shall apply to Acts 2018, ch. 623, § 3. April 2, 2018. 
contracts entered into or renewed on or after 


April 2, 2018. 


PART 2 
KINDS OF INSURANCE 


56-2-208. Credit for reinsurance — Reduction from liability for rein- 
surance. 


(a) The purpose of §§ 56-2-207, 56-2-208, and 56-2-209 is to protect the 
interest of the insureds, claimants, ceding insurers, assuming insurers and the 
public generally. It is the intent of the general assembly to ensure adequate 
regulation of insurers and reinsurers and adequate protection for those to 
whom insurers and reinsurers owe obligations. Upon the insolvency of a 
non-United States insurer or reinsurer that provides security to fund its 
United States obligations in accordance with §§ 56-2-207, 56-2-208 and 
56-2-209, the assets representing the security shall be maintained in the 
United States and claims shall be filed with and valued by the state insurance 
commissioner with regulatory oversight, and the assets shall be distributed, in 
accordance with the insurance laws of the state in which the trust is domiciled 
that are applicable to the liquidation of domestic United States insurance 
companies. The general assembly declares that the matters contained in 
§§ 56-2-207, 56-2-208, and 56-2-209 are fundamental to the business of 
insurance in accordance with 15 U.S.C. §§ 1011 and 1012. 

(b)(1)(A) Credit for reinsurance shall be allowed a domestic ceding insurer 
as either an asset or a reduction from liability on account of reinsurance 
ceded only when the insurer meets one (1) or more of the requirements set 
out in subdivisions (b)(2)-(8). However, the commissioner may adopt, by 
rule pursuant to § 56-2-209(g), specific additional requirements relating 
to or setting forth: 

(i) The valuation of assets or reserve credits; 
Gi) The amount and forms of security supporting reinsurance ar- 
rangements described in § 56-2-209(g); and 
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(iii) The circumstances pursuant to which credit will be reduced or 
eliminated. 

(B) Credit shall be allowed under subdivision (b)(2), (b)(3), or (b)(4) only 
in respect to cessions of those kinds or classes of business which the 
assuming insurer is licensed or otherwise permitted to write or assume in 
its state of domicile or, in the case of the United States branch of a 
non-United States assuming insurer, in the state through which it is 
entered and licensed to transact insurance or reinsurance. Credit shall be 
allowed under subdivision (b)(4) or (b)(5) only if the applicable require- 
ments of subdivision (b)(9) have been satisfied. 

(2) Credit shall be allowed when the reinsurance is ceded to an assuming 


insurer that is licensed to transact insurance or reinsurance in this state. 


(3) Credit shall be allowed when the reinsurance is ceded to an assuming 


insurer that is accredited by the commissioner as a reinsurer in this state. In 
order to be eligible for accreditation, a reinsurer must: 


(A) File with the commissioner evidence of its submission to this state’s 
jurisdiction; 

(B) Submit to this state’s authority to examine its books and records; 

(C) Be licensed to transact insurance or reinsurance in at least one (1) 
state, or in the case of a United States branch of a non-United States 
assuming insurer, is entered through and licensed to transact insurance or 
reinsurance in at least one (1) state; 

(D) File annually with the commissioner a copy of its annual statement 
filed with the insurance department of its state of domicile and a copy of 
its most recent audited financial statement; and 

(KE) Demonstrate to the satisfaction of the commissioner that it has 
adequate financial capacity to meet its reinsurance obligations and is 
otherwise qualified to assume reinsurance from domestic insurers. An 
assuming insurer is deemed to meet this requirement as of the time of its 
application if it maintains a surplus as regards policyholders in an amount 
that is not less than twenty million dollars ($20,000,000) and its accredi- 
tation has not been denied by the commissioner within ninety (90) days 
after submission of its application. 

(4) Credit shall be allowed when the reinsurance is ceded to an assuming 


insurer that is domiciled and licensed in, or in the case of a United States 
branch of a non-United States assuming insurer, is entered through, a state 
that employs standards regarding credit for reinsurance substantially 
similar to those applicable under this title, and the assuming insurer or 
United States branch of a non-United States assuming insurer: 


(A) Maintains a surplus as regards policyholders in an amount of not 
less than twenty million dollars ($20,000,000); provided, that the require- 
ment in this subdivision (b)(4)(A) does not apply to reinsurance ceded and 
assumed pursuant to pooling arrangements among insurers in the same 
holding company system; and 

(B) Submits to the authority of this state to examine its books and 
records. 

(5)(A) Credit shall be allowed when the reinsurance is ceded to an 
assuming insurer that maintains a trust fund in a qualified United States 
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financial institution, as defined in § 56-2-209(d), for the payment of the 
valid claims of its United States ceding insurers, their assigns and 
successors in interest. To enable the commissioner to determine the 
sufficiency of the trust fund, the assuming insurer shall report annually to 
the commissioner information substantially the same as that required to 
be reported on the National Association of Insurance Commissioners 
(NAIC) annual statement form by licensed insurers. The assuming insurer 
shall submit to an examination of its books and records by the commis- 
sioner and bear the expense of such examination. 

(B) Credit for reinsurance shall not be granted under this subdivision 
(b)(5) unless the form of the trust and any amendments to the trust have 
been approved by: 

(i) The commissioner of the state where the trust is domiciled; or 

(ii) The commissioner of another state that, pursuant to the terms of 
the trust instrument, has accepted principal regulatory oversight of the 
trust. 

(C) The following requirements apply to the following categories of 
assuming insurer: 

(i) The trust fund for a single assuming insurer shall consist of funds 
in trust in an amount not less than the assuming insurer’s liabilities 
attributable to reinsurance ceded by United States ceding insurers and, 
in addition, the assuming insurer shall maintain a trusteed surplus of 
not less than twenty million dollars ($20,000,000), except as provided in 
subdivision (b)(5)(C)(ii); 

(ii) At any time after the assuming insurer has permanently discon- 
tinued underwriting new business secured by the trust for at least three 
(3) full years, the commissioner with principal regulatory oversight of 
the trust may authorize a reduction in the required trusteed surplus, 
but only after a finding, based on an assessment of the risk, that the new 
required surplus level is adequate for the protection of United States 
ceding insurers, policyholders, and claimants in light of reasonably 
foreseeable adverse loss development. The risk assessment may involve 
an actuarial review, including an independent analysis of reserves and 
cash flows, and shall consider all material risk factors, including, when 
applicable, the lines of business involved, the stability of the incurred 
loss estimates and the effect of surplus requirements on the assuming 
insurer’s liquidity or solvency. The minimum required trusteed surplus 
may not be reduced to an amount less than thirty percent (30%) of the 
assuming insurer’s liabilities attributable to reinsurance ceded by the 
United States ceding insurers covered by the trust; 

(i11)(a) In the case of a group including incorporated and individual 

unincorporated underwriters: 

(1) For reinsurance ceded under reinsurance agreements with an 
inception, amendment or renewal date on or after January 1, 1993, 
the trust shall consist of a trusteed account in an amount not less 
than the respective underwriters’ several liabilities attributable to 
business ceded by United States domiciled ceding insurers to any 
underwriter of the group; 
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(2) For reinsurance ceded under reinsurance agreements with an 
inception date on or before December 31, 1992, and not amended or 
renewed on or after that date, notwithstanding §§ 56-2-207, 56-2- 
208, and 56-2-209, the trust shall consist of a trusteed account in an 
amount not less than the respective underwriters’ several insur- 
ance and reinsurance liabilities attributable to business written in 
the United States; and 

(3) In addition to the trusts set out in this subdivision 
(b)(5)(C)Gi)(a)(3), the group shall maintain in trust a trusteed 
surplus of which one hundred million dollars ($100,000,000) shall 
be held jointly for the benefit of United States domiciled ceding 
insurers of any member of the group for all years of account; and 
(b) The incorporated members of the group shall not be engaged in 

any business other than underwriting as a member of the group and 
shall be subject to the same level of regulation and solvency control by 
the group’s domiciliary regulator as are the unincorporated members; 
and 

(c) Within ninety (90) days after its financial statements are due to 
be filed with the group’s domiciliary regulator, the group shall provide 
to the commissioner an annual certification by the group’s domiciliary 
regulator of the solvency of each underwriter member; or if a certifi- 
cation is unavailable, financial statements, prepared by independent 
public accountants, of each underwriter member of the group; and 
(iv) In the case of a group of incorporated insurers under common 

administration, the group shall: 

(a) Have continuously transacted an insurance business outside 
the United States for at least three (3) years immediately prior to 
making application for accreditation; 

(b) Maintain aggregate policyholders surplus of ten billion dollars 
($10,000,000,000); 

(c) Maintain a trust fund in an amount not less than the group’s 
several liabilities attributable to business ceded by United States 
domiciled ceding insurers to any member of the group pursuant to 
reinsurance contracts issued in the name of the group; 

(d) Maintain a joint trusteed surplus of which one hundred million 
dollars ($100,000,000) shall be held jointly for the benefit of United 
States domiciled ceding insurers of any member of the group as 
additional security for the liabilities; and 

(e) Within ninety (90) days after its financial statements are due to 
be filed with the group’s domiciliary regulator, make available to the 
commissioner an annual certification of each underwriter member’s 
solvency by the member’s domiciliary regulator and financial state- 
ments of each underwriter member of the group prepared by its 
independent public accountant. 

(D) The form of the trust and any trust amendments also shall be filed 
with the commissioner of every state in which the ceding insurer benefi- 
ciaries of the trust are domiciled. The trust instrument shall provide that 
contested claims shall be valid and enforceable upon the final order of any 
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court of competent jurisdiction in the United States. The trust shall vest 

legal title to its assets in its trustees for the benefit of the assuming 

insurer’s United States ceding insurers, their assigns and successors in 
interest. The trust and the assuming insurer shall be subject to examina- 
tion as determined by the commissioner. 

(EK) The trust shall remain in effect for as long as the assuming insurer 
has outstanding obligations due under the reinsurance agreements sub- 
ject to the trust. No later than February 28 of each year, the trustee of the 
trust shall report to the commissioner in writing the balance of the trust 
and list the trust’s investments at the preceding year end and shall certify 
the date of termination of the trust, if so planned, or certify that the trust 
will not expire prior to the following December 31. 

(6)(A)G) Credit shall be allowed when the reinsurance is ceded to an 
assuming insurer that has been certified by the commissioner as a 
reinsurer in this state and secures its obligations in accordance with the 
requirements of this subdivision (b)(6). 

(ii) Any information submitted by an assuming insurer who is apply- 
ing for certification as a reinsurer pursuant to subdivision (b)(6)(A)(@) 
and any information submitted to the commissioner pursuant to this 
section or any rule promulgated under this section by an assuming 
insurer who has been certified as a reinsurer pursuant to subdivision 
(b)(6)(A)G) is confidential by law, is not open for inspection by members 
of the public under § 10-7-503 or § 56-1-602, is not subject to subpoena, 
and is not subject to discovery or admissible in evidence in any private 
civil action. However, the commissioner may use the documents, mate- 
rials, or other information in the furtherance of any regulatory or legal 
action brought as a part of the commissioner’s official duties and may 
share the documents, materials, or other information in accordance with 
the procedures set forth in § 56-11-108(c)-(f). 

(B) In order to be eligible for certification, the assuming insurer shall 
meet the following requirements: 

(i) The assuming insurer must be domiciled and licensed to transact 
insurance or reinsurance in a qualified jurisdiction, as determined by 
the commissioner pursuant to subdivision (b)(6)(D); 

(ii) The assuming insurer must maintain a minimum capital and 
surplus, or its equivalent, in an amount to be determined by the 
commissioner pursuant to rules promulgated in accordance with the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5; 

(iii) The assuming insurer must maintain financial strength ratings 
from two (2) or more rating agencies deemed acceptable by the commis- 
sioner pursuant to rules promulgated in accordance with the Uniform 
Administrative Procedures Act; 

(iv) The assuming insurer must agree to submit to the jurisdiction of 
this state, appoint the commissioner as its agent for service of process in 
this state, and agree to provide security for one hundred percent (100%) 
of the assuming insurer’s liabilities attributable to reinsurance ceded by 
United States ceding insurers if it resists enforcement of a final United 
States judgment; 
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(v) The assuming insurer must agree to meet applicable information 
filing requirements as determined by the commissioner, both with 
respect to an initial application for certification and on an ongoing basis; 
and 

(vi) The assuming insurer must satisfy any other requirements for 
certification deemed relevant by the commissioner. 

(C) An association including incorporated and individual unincorpo- 
rated underwriters may be a certified reinsurer. In order to be eligible for 
certification, in addition to satisfying requirements of subdivision 
(b)(6)(B): 

Gi) The association shall satisfy its minimum capital and surplus 
requirements through the capital and surplus equivalents (net of 
liabilities) of the association and its members, which shall include a 
joint central fund that may be applied to any unsatisfied obligation of 
the association or any of its members, in an amount determined by the 
commissioner to provide adequate protection; 

(ii) The incorporated members of the association shall not be engaged 
in any business other than the underwriting as a member of the 
association and shall be subject to the same level of regulation and 
solvency control by the association’s domiciliary regulator as are the 
unincorporated members; and 

(ii) Within ninety (90) days after its financial statements are due to 
be filed with the association’s domiciliary regulator, the association shall 
provide to the commissioner an annual certification by the association’s 
domiciliary regulator of the solvency of each underwriter member; or if 
a certification is unavailable, financial statements, prepared by inde- 
pendent public accountants, of each underwriter member of the asso- 
ciation. 

(D)G) The commissioner shall create and publish a list of qualified 

jurisdictions, under which an assuming insurer licensed and domiciled 

in such jurisdiction is eligible to be considered for certification by the 
commissioner as a certified reinsurer. 

(ii) In order to determine whether the domiciliary jurisdiction of a 
non-United States assuming insurer is eligible to be recognized as a 
qualified jurisdiction, the commissioner shall evaluate the appropriate- 
ness and effectiveness of the reinsurance supervisory system of the 
jurisdiction, both initially and on an ongoing basis, and consider the 
rights, benefits and the extent of reciprocal recognition afforded by the 
non-United States jurisdiction to reinsurers licensed and domiciled in 
the United States. A qualified jurisdiction must agree to share informa- 
tion and cooperate with the commissioner with respect to all certified 
reinsurers domiciled within that jurisdiction. A jurisdiction may not be 
recognized as a qualified jurisdiction if the commissioner has deter- 
mined that the jurisdiction does not adequately and promptly enforce 
final United States judgments and arbitration awards. Additional 
factors may be considered at the commissioner’s discretion. 

(iii) A list of qualified jurisdictions shall be published through the 
NAIC committee process. The commissioner shall consider this list in 
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determining qualified jurisdictions. If the commissioner approves a 
jurisdiction as qualified that does not appear on the list of qualified 
jurisdictions, the commissioner shall provide thoroughly documented 
justification in accordance with the criteria established in rules promul- 
gated in accordance with the Uniform Administrative Procedures Act. 

(iv) United States jurisdictions that meet the requirement for ac- 
creditation under the NAIC financial standards and accreditation 
program shall be recognized as qualified jurisdictions. 

(v) If a certified reinsurer’s domiciliary jurisdiction ceases to be a 
qualified jurisdiction, the commissioner has the discretion to suspend 
the reinsurer’s certification indefinitely, in lieu of revocation. 

(E) The commissioner shall assign a rating to each certified reinsurer, 
giving due consideration to the financial strength ratings that have been 
assigned by rating agencies deemed acceptable to the commissioner 
pursuant to rules promulgated in accordance with the Uniform Adminis- 
trative Procedures Act. The commissioner shall publish a list of all 
certified reinsurers and their ratings. 

(F)(i) A certified reinsurer shall secure obligations assumed from the 

United States ceding insurers under this subdivision (b)(6) at a level 

consistent with its ratings, as specified in rules promulgated by the 

commissioner in accordance with the Uniform Administrative Proce- 
dures Act. 

(ii) In order for a domestic ceding insurer to qualify for full financial 
statement credit for reinsurance ceded to a certified reinsurer, the 
certified reinsurer shall maintain security in a form acceptable to the 
commissioner and consistent with § 56-2-209, or in a multi-beneficiary 
trust in accordance with subdivision (b)(5), except as otherwise provided 
in this subdivision (b)(6). 

(iii) If a certified reinsurer maintains a trust to fully secure its 
obligations subject to subdivision (b)(5), and chooses to secure its 
obligations incurred as a certified reinsurer in the form of a multi- 
beneficiary trust, the certified reinsurer shall maintain separate trust 
accounts for its obligations incurred under reinsurance agreements 
issued or renewed as a certified reinsurer with reduced security as 
permitted by this subdivision (b)(6) or comparable laws of other United 
States jurisdictions and for its obligations subject to subdivision (b)(5). 
It shall be a condition to grant the certification under this subdivision 
(b)(6) that the certified reinsurer shall have bound itself, by the 
language of the trust and agreement with the commissioner with 
principal regulatory oversight of each such trust account, to fund, upon 
termination of any such trust account, out of the remaining surplus of 
such trust any deficiency of any other such trust account. 

(iv) The minimum trusteed surplus requirements provided in subdi- 
vision (b)(5) are not applicable to a multi-beneficiary trust maintained 
by a certified reinsurer for the purpose of securing obligations incurred 
under this subdivision (b)(6), except that such trust shall maintain a 
minimum trusteed surplus of ten million dollars ($10,000,000). 

(v) With respect to obligations incurred by a certified reinsurer under 
this subdivision (b)(6), if the security is insufficient, the commissioner 
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shall reduce the allowable credit by an amount proportionate to the 

deficiency, and has the discretion to impose further reductions in 

allowable credit upon finding that there is a material risk that the 

certified reinsurer’s obligations will not be paid in full when due. 
(vi)(a) For purposes of this subdivision (b)(6), a certified reinsurer 
whose certification has been terminated for any reason shall be 
treated as a certified reinsurer required to secure one hundred 
percent (100%) of its obligations. 

(6) As used in this subdivision (b)(6), “terminated” refers to revo- 
cation, suspension, voluntary surrender, or inactive status. 

(c) If the commissioner continues to assign a higher rating as 
permitted by other provisions of this section, this subdivision 
(b)(6)(F)(vi) does not apply to a certified reinsurer in active status or 
to a reinsurer whose certification has been suspended. 

(G) If an applicant for certification has been certified as a reinsurer in 
an NAIC accredited jurisdiction, the commissioner has the discretion to 
defer to that jurisdiction’s certification, and has the discretion to defer to 
the rating assigned by that jurisdiction, and such assuming insurer shall 
be considered to be a certified reinsurer in this state. 

(H) A certified reinsurer that ceases to assume a new business in this 
state may request to maintain its certification in inactive status in order 
to continue to qualify for a reduction in security for its in-force business. 
An inactive certified reinsurer shall continue to comply with all applicable 
requirements of this subdivision (b)(6), and the commissioner shall assign 
a rating that takes into account, if relevant, the reasons why the reinsurer 
is not assuming new business. 

(7) Credits shall be allowed when the reinsurance is ceded to an assuming 


insurer not meeting the requirements of any of subdivisions (b)(2)-(6), but 
only with respect to the insurance of risks located in jurisdictions where the 
reinsurance is required by applicable law, rule, or regulation of that 
jurisdiction. 


(8)(A) For purposes of this subdivision (b)(8): 
(i) “Covered agreement” means an agreement: 

(a) Entered into pursuant to the Dodd-Frank Wall Street Reform 
and Consumer Protection Act of 2010 (31 U.S.C. §§ 313 and 314); 

(b) That is currently in effect or in a period of provisional applica- 
tion; and 

(c) That addresses the elimination, under specified conditions, of 

collateral requirements as a condition for entering into any reinsur- 
ance agreement with a ceding insurer domiciled in this state, or for 
allowing the ceding insurer to recognize credit for reinsurance; and 
(ii) “Reciprocal jurisdiction” means a jurisdiction that satisfies one (1) 
of the following criteria: 

(a) A non-U.S. jurisdiction that is subject to an in-force covered 
agreement to which the United States is a party or, in the case of a 
covered agreement between the United States and the European 
Union, is a member state of the European Union; 

(b) AUS. jurisdiction that meets the requirements for accredita- 
tion under the National Association of Insurance Commissioners’ 


56-2-208 INSURANCE 30 


financial standards and accreditation program; or 

(c) A qualified jurisdiction, as determined by the commissioner 
pursuant to subdivision (b)(6)(D), that does not meet the criteria of 
subdivisions (b)(8)(B)(G)(a)(1) or (2), and that meets certain additional 
requirements, consistent with the terms and conditions of in-force 
covered agreements, as specified by the commissioner by rule. 

(B)G) Credit is allowed when the reinsurance is ceded to an assuming 
insurer that satisfies each of the following conditions: 

(a) The assuming insurer: 

(1) Has its head office in, or is domiciled in, a reciprocal jurisdic- 
tion; and 

(2) Is licensed in a reciprocal jurisdiction; 

(b) The assuming insurer has and maintains, on an ongoing basis, 
minimum capital and surplus, or its equivalent, calculated according 
to the methodology of the assuming insurer’s domiciliary jurisdiction, 
in an amount set by the commissioner by rule. If the assuming insurer 
is an association, including incorporated and individual unincorpo- 
rated underwriters, then the assuming insurer must have and main- 
tain, on an ongoing basis, minimum capital and surplus equivalents 
(net of liabilities), calculated according to the methodology applicable 
in its domiciliary jurisdiction, and a central fund containing a balance 
in amounts set by the commissioner by rule; 

(c) The assuming insurer has and maintains, on an ongoing basis, 
the minimum solvency or capital ratio, as applicable, set by the 
commissioner by rule. If the assuming insurer is an association, 
including incorporated and individual unincorporated underwriters, 
then the assuming insurer must have and maintain, on an ongoing 
basis, the minimum solvency or capital ratio in the reciprocal juris- 
diction where the assuming insurer has its head office or is domiciled, 
as applicable, and is licensed; 

(dq) The assuming insurer agrees to provide adequate assurance to 
the commissioner, in a form specified by the commissioner by rule, 
that: 

(1) The assuming insurer will provide prompt written notice and 
explanation to the commissioner if the assuming insurer falls below 
the minimum requirements of subdivisions (b)(8)(B)()(b) and (c), or 
if any regulatory action is taken against the assuming insurer for 
noncompliance with applicable law; 

(2) The assuming insurer consents in writing to the jurisdiction 
of the courts of this state and to the appointment of the commis- 
sioner as agent for service of process. The commissioner may 
require an assuming insurer to include consent to service of process 
in each reinsurance agreement. This subdivision (b)(8)(B)(i)(d)(2) 
does not limit or in any way alter the capacity of parties to a 
reinsurance agreement to agree to alternative dispute resolution 
mechanisms, except to the extent those agreements are unenforce- 
able under applicable insolvency or delinquency laws; 
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(3) The assuming insurer consents in writing to pay, wherever 
enforcement is sought, any final judgment obtained by a ceding 
insurer or its legal successor that is enforceable in the jurisdiction 
where the judgment was obtained; 

(4) Each reinsurance agreement includes a provision requiring 
the assuming insurer to provide security in an amount equal to one 
hundred percent (100%) of the assuming insurer’s liabilities attrib- 
utable to reinsurance ceded pursuant to that agreement if the 
assuming insurer resists enforcement of a final judgment that is 
enforceable under the law of the jurisdiction in which it was 
obtained or a properly enforceable arbitration award, whether 
obtained by the ceding insurer or by its legal successor on behalf of 
its resolution estate; and 

(5) The assuming insurer confirms that it is not presently par- 
ticipating in any solvent scheme of arrangement involving this 
state’s ceding insurers, and, if the assuming insurer enters into a 
solvent scheme of arrangement, agrees to notify the ceding insurer 
and the commissioner and to provide security in an amount equal to 
one hundred percent (100%) of the assuming insurer’s liabilities to 
the ceding insurer, which must be in a form consistent with 
subdivision (b)(6), § 56-2-209, and any rules promulgated by the 
commissioner; 

(e) The assuming insurer or its legal successor provides to the 
commissioner, upon request, on behalf of itself and any legal prede- 
cessors, certain documentation specified by the commissioner by rule; 

(f) The assuming insurer maintains a practice of prompt payment 
of claims under reinsurance agreements, pursuant to criteria set by 
rule; and 

(g) The assuming insurer’s supervisory authority confirms to the 
commissioner on an annual basis that, as of the preceding December 
31 or the annual date on which that information is statutorily 
reported to the reciprocal jurisdiction, the assuming insurer is in 
compliance with the requirements set forth in subdivisions 
(b)(8)(B)G)(b) and (c). 

(ii) This subdivision (b)(8)(B) does not preclude the assuming insurer 
from providing the commissioner with information on a voluntary basis. 
(C)G) The commissioner shall timely create and publish a list of 
reciprocal jurisdictions. 

(ii) The commissioner shall include other jurisdictions published 
through the National Association of Insurance Commissioners’ commit- 
tee process on the list of reciprocal jurisdictions. The commissioner may 
also approve a jurisdiction that does not appear on the National 
Association of Insurance Commissioners’ list of reciprocal jurisdictions 
in accordance with criteria specified by the commissioner through the 
promulgation of rules. 

(iii) The commissioner may remove a jurisdiction from the list of 
reciprocal jurisdictions, in accordance with a process specified by the 
commissioner by rule, if the commissioner determines that the jurisdic- 
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tion no longer meets the criteria for a reciprocal jurisdiction. Upon 

removal of a reciprocal jurisdiction from this list, credit for reinsurance 

ceded to an assuming insurer that has its home office or domicile in that 
jurisdiction is allowed, if otherwise allowed pursuant to this section, 

§ 56-2-207, and § 56-2-209. 

(D) The commissioner shall timely create and publish a list of assuming 
insurers that satisfy the conditions in this subdivision (b)(8) and to which 
cessions are granted credit in accordance with this subdivision (b)(8). The 
commissioner may add an assuming insurer to this list if a jurisdiction 
accredited by the National Association of Insurance Commissioners adds 
the assuming insurer to a list of assuming insurers that satisfy the 
conditions in this subdivision (b)(8) or if, upon initial eligibility, the 
assuming insurer submits to the commissioner the information required 
under subdivision (b)(8)(B)Gv) and complies with any additional require- 
ments that the commissioner imposes by rule, except to the extent that the 
rules conflict with an applicable covered agreement. 

(E)G) If the commissioner determines that an assuming insurer no 

longer meets one (1) or more of the requirements under this subdivision 

(b)(8), then the commissioner may revoke or suspend the eligibility of 

the assuming insurer for recognition under this subdivision (b)(8) in 

accordance with procedures established by rule. 

(ii) If the commissioner suspends an assuming insurer’s eligibility, 
then no reinsurance agreement issued, amended, or renewed after the 
effective date of the suspension qualifies for credit, except to the extent 
that the assuming insurer’s obligations under the contract are secured 
in accordance with § 56-2-209. 

(iii) If the commissioner revokes an assuming insurer’s eligibility, 
then no credit for reinsurance may be granted after the effective date of 
the revocation with respect to any reinsurance agreements entered into 
by the assuming insurer, including reinsurance agreements entered into 
prior to the date of revocation, except to the extent that the assuming 
insurer’s obligations under the contract are secured in a form acceptable 
to the commissioner and in accordance with § 56-2-209. 

(F) If subject to a legal process of rehabilitation, liquidation, or conser- 
vation, the ceding insurer or its representative may seek and, if deter- 
mined appropriate by the court in which the proceedings are pending, 
obtain an order requiring that the assuming insurer post security for all 
outstanding ceded liabilities. 

(G) This subdivision (b)(8) does not limit or in any way alter the 
capacity of parties to a reinsurance agreement to agree on requirements 
for security or other terms in that reinsurance agreement, except as 
expressly prohibited by this section, § 56-2-207, § 56-2-209, or other 
applicable law. 

(H)G) Credit taken under this subdivision (b)(8) applies only to reinsur- 

ance agreements entered into, amended, or renewed on or after July 1, 

2021, and only with respect to losses incurred and reserves reported on 

or after the later of: 

(a) The date on which the assuming insurer meets all eligibility 
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requirements pursuant to subdivision (b)(8)(B); or 
(b) The effective date of the new reinsurance agreement, amend- 
ment, or renewal. 

(ii) This subdivision (b)(8)(H) does not alter or impair a ceding 
insurer’s right to take credit for reinsurance, to the extent that credit is 
not available under this subdivision (b)(8), if the reinsurance qualifies 
for credit under this section, § 56-2-207, and § 56-2-209. 

(iii) This subdivision (b)(8) does not authorize an assuming insurer to 
withdraw or reduce the security provided under any reinsurance agree- 
ment, except as permitted by the terms of the agreement. 

(iv) This subdivision (b)(8) does not limit or in any way alter the 
capacity of parties to any reinsurance agreement to renegotiate the 
agreement. 

(9)(A) If the assuming insurer is not licensed, accredited or certified to 
transact insurance or reinsurance in this state, the credit permitted by 
subdivisions (b)(4) and (5) shall not be allowed unless the assuming 
insurer agrees in the reinsurance agreements: 

(i) That, in the event of the failure of the assuming insurer to perform 
its obligations under the terms of the reinsurance agreement, the 
assuming insurer, at the request of the ceding insurer, shall submit to 
the jurisdiction of any court of competent jurisdiction in any state of the 
United States, shall comply with all requirements necessary to give the 
court jurisdiction, and shall abide by the final judgment of the court or 
of any appellate court in the event of an appeal; and 

(ii) To designate the commissioner or a designated attorney to receive 
service of process in any action, suit or proceeding instituted by or on 
behalf of the ceding company. 

(B) This subdivision (b)(9) does not prohibit or otherwise prevent the 
parties to a reinsurance agreement from arbitrating disputes, if such an 
obligation is created in the agreement between the parties. 

(10) If the assuming insurer does not meet the requirements of subdivi- 


sion (b)(2), (b)(3), or (b)(4), the credit permitted by subdivision (b)(5) or (b)(6) 
shall not be allowed unless the assuming insurer agrees in the trust 
agreements to the following conditions: 


(A) Notwithstanding any other provisions in the trust instrument, if 
the trust fund is inadequate because it contains an amount less than the 
amount required by subdivision (b)(5)(C), or if the grantor of the trust has 
been declared insolvent or placed into receivership, rehabilitation, liqui- 
dation or similar proceedings under the laws of its state or country of 
domicile, the trustee shall comply with an order of the commissioner with 
regulatory oversight over the trust or with an order of a court of competent 
jurisdiction directing the trustee to transfer to the commissioner with 
regulatory oversight all of the assets of the trust fund; 

(B) The assets shall be distributed by and claims shall be filed with and 
valued by the commissioner with regulatory oversight in accordance with 
the laws of the state in which the trust is domiciled that are applicable to 
the liquidation of domestic insurance companies; 

(C) If the commissioner with regulatory oversight determines that 
assets of the trust fund or any part thereof are not necessary to satisfy the 
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claims of the United States ceding insurers of the grantor of the trust, the 
assets or part thereof shall be returned by the commissioner with 
regulatory oversight to the trustee for distribution in accordance with the 
trust agreement; and 

(D) The grantor shall waive any right otherwise available to it under 
United States law that is inconsistent with this subdivision (b)(10). 
(11)(A) If an accredited or certified reinsurer ceases to meet the require- 
ments for accreditation or certification, the commissioner may suspend or 
revoke the reinsurer’s accreditation or certification. 

(B) The commissioner must give the reinsurer notice and an opportu- 
nity for hearing in accordance with the Uniform Administrative Proce- 
dures Act. The suspension or revocation may not take effect until after the 
commissioner’s order or hearing, unless: 

(i) The reinsurer waives its right to hearing; 

(ii) The commissioner’s order is based on regulatory action by the 
reinsurer’s domiciliary jurisdiction or the voluntary surrender or termi- 
nation of the reinsurer’s eligibility to transact insurance or reinsurance 
business in its domiciliary jurisdiction or in the primary certifying state 
of the reinsurer under subdivision (b)(6)(F); or 

(111) The commissioner finds that an emergency requires immediate 
action and a court of competent jurisdiction has not stayed the commis- 
sioner’s action. 

(C) While a reinsurer’s accreditation or certification is suspended, no 
reinsurance contract issued or renewed after the effective date of the 
suspension qualifies for credit, except to the extent that the reinsurer’s 
obligations under the contract are secured in accordance with § 56-2-209. 
If a reinsurer’s accreditation or certification is revoked, no credit for 
reinsurance may be granted after the effective date of the revocation, 
except to the extent that the reinsurer’s obligations under the contract are 
secured in accordance with subdivision (b)(6)(E) or § 56-2-209. 

(12) Concentration Risk. 

(A) A ceding insurer shall take steps to manage its reinsurance recov- 
erables proportionate to its own book of business. A domestic ceding 
insurer shall notify the commissioner within thirty (30) days after rein- 
surance recoverables from any single assuming insurer, or group of 
affiliated assuming insurers, exceeds fifty percent (50%) of the domestic 
ceding insurer’s last reported surplus to policyholders, or after it is 
determined that reinsurance recoverables from any single assuming 
insurer, or group of affiliated assuming insurers, are likely to exceed this 
limit. The notification shall demonstrate that the exposure is safely 
managed by the domestic ceding insurer. 

(B) A ceding insurer shall take steps to diversify its reinsurance 
program. A domestic ceding insurer shall notify the commissioner within 
thirty (30) days after ceding to any single assuming insurer, or group of 
affiliated assuming insurers, more than twenty percent (20%) of the ceding 
insurer’s gross written premium in the prior calendar year, or after it has 
determined that the reinsurance ceded to any single assuming insurer, or 
group of affiliated insurers, is likely to exceed this limit. The notification 
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shall demonstrate that the exposure is safely managed by the domestic 


ceding insurer. 


History. 

Acts 1947, ch. 154, § 2; 1949, ch. 105, § 1;C. 
Supp. 1950, § 6105.2 (Williams, § 6459.71); 
T.C.A. (orig. ed.), §§ 56-212; 56-226; Acts 1985, 
Piet, o¥ 1, 1993) ch. 253,)8 8.1994. chy 585, 
§§ 1, 2; 2016, ch. 735, § 6; 2018, ch. 873, §§ 4, 
»; 2021, ch: 537,.8§. 2-6. 


Compiler’s Notes. 

Acts 2021, ch. 537, § 1 provided that act 
shall be known and may be cited as the “Insur- 
ance Modernization Act.” 


Amendments. 

The 2018 amendment redesignated the exist- 
ing language of (b) as (b)(1)(A) and (b)(1)(B); in 
the introductory language of (b)(1)(A), substi- 
tuted “insurer” for “reinsurer” preceding 
“meets”, and added the present last sentence; 


added present (b)(1)(A)(i) through (b)(1)(A)(Gii); 
and added (b)(6)(A)(ii). 

The 2021 amendment substituted “subdivi- 
sions (b)(2)-(8)” for “subdivisions (b)(2)-(7)” in 
the introductory language of (b)(1)(A); substi- 
tuted “subdivision (b)(9)” for “subdivision 
(b)(8)” near the end of (b)(1)(B); substituted 
“subdivision (b)(9) does not” for “subdivision 
(b)(8) shall not” in former (b)(8)(B); substituted 
“subdivision (b)(10)” for “subdivision (b)(9)” in 
former (b)(9)(D); added present (b)(8); and re- 
designated former (b)(8)-(b)(11) as (b)(9)- 
(b)(12). 


Effective Dates. 

Acts 2018, ch. 873, § 18. May 3, 2018. 

Acts 2021, ch. 537, § 17. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 
took effect on May 25, 2021. 


56-2-209. Assuming insurers — Determination of financial condition. 


(a)(1) An asset or a reduction from liability for the reinsurance ceded by a 
domestic insurer to an assuming insurer not meeting the requirements of 
§ 56-2-208 shall be allowed in an amount not exceeding the liabilities 
carried by the ceding insurer. However, the commissioner may adopt by rule 
pursuant to subsection (g) specific additional requirements relating to or 
setting forth: 

(A) The valuation of assets or reserve credits; 

(B) The amount and forms of security supporting reinsurance arrange- 
ments described in subsection (g); and 

(C) The circumstances pursuant to which credit will be reduced or 
eliminated. 

(2) The reduction shall be in the amount of funds held by or on behalf of 
the ceding insurer, including funds held in trust for the ceding insurer, under 
a reinsurance contract with the assuming insurer as security for the 
payment of obligations under the contract, if the security is held in the 
United States subject to withdrawal solely by, and under the exclusive 
control of, the ceding insurer, or, in the case of a trust, held in a qualified 
United States financial institution. This security may be in the form of: 

(A) Cash; 

(B) Securities listed by the Securities Valuation Office of the National 
Association of Insurance Commissioners, including those deemed exempt 
from filing as defined by the Purposes and Procedures Manual of the 
Securities Valuation Office, and qualifying as admitted assets; 

(C) Clean, irrevocable, unconditional letters of credit, issued or con- 
firmed by a qualified United States financial institution no later than 
December 31 of the year for which filing is being made, and in the 
possession of the ceding company on or before the filing date of its annual 
statement; or 

(D) Any other form of security acceptable to the commissioner. 
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(b) Letters of credit meeting applicable standards of issuer acceptability as 
of the dates of their issuance, or confirmation, shall, notwithstanding the 
issuing or confirming institution’s subsequent failure to meet applicable 
standards of issuer acceptability, continue to be acceptable as security until 
their expiration, extension, renewal, modification or amendment, whichever 
first occurs. 

(c) For purposes of subdivision (a)(3), a “qualified United States financial 
institution” means an institution that: 

(1) Is organized or licensed, in the case of a United States office of a 
foreign banking organization, under the laws of the United States or any 
state in the United States; 

(2) Is regulated, supervised and examined by United States federal or 
state authorities having regulatory authority over banks and trust compa- 
nies; and 

(3) Has been determined by either the commissioner, or the Securities 
Valuation Office of the National Association of Insurance Commissioners, to 
meet the standards of financial condition and standing considered necessary 
and appropriate to regulate the quality of financial institutions whose letters 
of credit will be acceptable to the commissioner. 

(d) For purposes of those provisions of this chapter specifying those insti- 
tutions that are eligible to act as a fiduciary of a trust, “qualified United States 
financial institution” means an institution that: 

(1) Is organized or licensed, in the case of a United States branch or 
agency office of a foreign banking organization, under the laws of the United 
States or any state and has been granted authority to operate with fiduciary 
powers; and 

(2) Is regulated, supervised and examined by federal or state authorities 
having regulatory authority over banks and trust companies. 

(e) The commissioner may adopt rules and regulations implementing this 
section and § 56-2-208. The rules and regulations shall be promulgated 
pursuant to the Uniform Administrative Procedures Act, compiled in title 4, 
chapter 5. 

(f) This section and § 56-2-208 apply to all cessions after July 1, 1993, under 
reinsurance agreements that have had an inception, anniversary, or renewal 
date not less than six (6) months after July 1, 1993. 

(g)(1) The commissioner is further authorized to promulgate rules applicable 

to reinsurance arrangements described in this subdivision (g)(1) relating to: 

(A) Life insurance policies with guaranteed nonlevel gross premiums or 
guaranteed nonlevel benefits; 

(B) Universal life insurance policies with provisions resulting in the 
ability of a policyholder to keep a policy in force over a secondary 
guarantee period; 

(C) Variable annuities with guaranteed death or living benefits; 

(D) Long-term care insurance policies; or 

(EZ) Other life and health insurance and annuity products as to which 
the commissioner adopts regulatory requirements with respect to credit 
for reinsurance. 

(2) Arule promulgated pursuant to subdivision (g)(1)(A) or (g)(1)(B) may 
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apply to any treaty containing: 
(A) Policies issued on or after January 1, 2015; or 
(B) Policies issued prior to January 1, 2015, if risk pertaining to such 
pre-2015 policies is ceded in connection with the treaty, in whole or in part, 

on or after January 1, 2015. 

(3) A rule promulgated pursuant to this subsection (g) may require the 
ceding insurer, in calculating the amounts or forms of security required to be 
held under rules promulgated under this authority, to use the Valuation 
Manual adopted by the National Association of Insurance Commissioners 
(NAIC) under Section 11B(1) of the NAIC Standard Valuation Law, including 
all amendments adopted by the NAIC and in effect on the date as of which 
the calculation is made, to the extent applicable. 

(4) Arule promulgated pursuant to this subsection (g) does not apply to 
cessions to an assuming insurer that: 

(A) Is certified in this state or certified in a minimum of five (5) other 
states; or 
(B) Maintains at least two hundred and fifty million dollars 

($250,000,000) in capital and surplus, determined in accordance with the 

NAIC Accounting Practices and Procedures Manual, including all amend- 

ments to such manual that are adopted by the NAIC, excluding the impact 

of any permitted or prescribed practices; and is: 
(i) Licensed in at least twenty-six (26) states; or 
(ii) Licensed in at least ten (10) states, and licensed or accredited in 
a total of at least thirty-five (35) states. 

(5) The authority to promulgate rules pursuant to this subsection (g) does 
not limit the commissioner’s authority to adopt rules pursuant to subsection 
(e). All rules under this subsection (g) must be promulgated in accordance 
with the Uniform Administrative Procedures Act. 











History. the present introductory clause in (a)(1) and 

Acts 1947, ch. 154, § 3; C. Supp. 1950, (a)(1)(A)-(a)(1)(C); redesignated the former sec- 
§ 6105.3 (Williams, § 6459.72); T.C.A. (orig. ond sentence and introductory clause in (a) as 
ed.), §§ 56-213, 56-227; Acts 1993, ch. 253,§ 8; present (a)(2); redesignated former (a)(1)-(4) as 
2016, ch. 735, § 7; 2018, ch. 873, §§ 6, 7. present (a)(2)(A)-(D); and added (g). 


Amendments. ' Effective Dates. 
The 2018 amendment redesignated the for- Acts 2018, ch. 873, § 18. May 3, 2018. 


mer first sentence of (a) as present (a)(1), added 


PART 3 
RULES AND REGULATIONS 


56-2-305. Violations — Commissioner’s orders — Penalties. 


NOTES TO DECISIONS 


ANALYSIS 1. Willful Violation. 
Agent overcharged the insured by approxi- 
WR Willful Violation. mately $4,000 for the policies, and he deposited 


2. Sanctions. approximately $14,000 into his bank account 


56-2-901 


and never remitted any of the money to the 
insurer; the scope of the agent’s violations went 
well beyond his claim that the mistakes were 
merely clerical errors, and there was sufficient 
evidence to support the determination that the 
agent’s violations were willful. Cunningham v. 
Tenn. DOC, Ins. Div., — $.W.3d —, 2017 Tenn. 
App. LEXIS 606 (Tenn. Crim. App. May 11, 
2017). 


2. Sanctions. 
Each of the agent’s six statutory violations 
could result in revocation of his insurance pro- 
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ducer’s license and/or the levy of a civil penalty 
under T.C.A. §§ 56-2-305, 56-6-112(a); the com- 
missioner imposed an $18,000 penalty and re- 
vocation of the agent’s license, and the statute 
clearly allows the commissioner to impose such 
a penalty when there have been numerous 
willful violations of the statute, as in this case. 
Cunningham v. Tenn. DOC, Ins. Div., — S.W.3d 
—, 2017 Tenn. App. LEXIS 606 (Tenn. Crim. 
App. May 11, 2017). 


PART 9 


CORPORATE GOVERNANCE ANNUAL DISCLOSURE 
ACT 


56-2-901. Short title. 


This part shall be known and may be cited as the “Corporate Governance 


Annual Disclosure Act.” 


History. 
Acts 2018, ch. 873, § 8. 


Compiler’s Notes. 

Acts 2018, ch. 873, § 18(c) provided that the 
act, which enacted this part, §§ 56-2-901 — 
56-2-910, shall take effect January 1, 2019 and 


56-2-902. Purpose and scope. 
(a) The purpose of this part is to: 


the requirement to file CGAD shall begin in the 
2019 calendar year. 


Effective Dates. 

Acts 2018, ch. 878, § 18(b), (c). January 1, 
2019; provided that for purposes of rulemaking 
the act took effect May 3, 2018. 


(1) Provide the commissioner a summary of an insurer or insurance 
group’s corporate governance structure, policies, and practices to permit the 
commissioner to gain and maintain an understanding of the insurer’s 


corporate governance framework; 


(2) Outline the requirements for completing a corporate governance 
annual disclosure with the commissioner; and 

(3) Provide for the confidential treatment of the corporate governance 
annual disclosure and related information. 


(b) Nothing in this part prescribes or imposes corporate governance stan- 
dards and internal procedures beyond that which is required under applicable 
law. Notwithstanding this section, nothing in this part limits the commission- 
er’s authority or the rights or obligations of third parties under §§ 56-1-408 — 
56-1-413. 

(c) This part applies to all insurers domiciled in this state, except for: 

(1) Captive insurance companies licensed under the Revised Tennessee 

Captive Insurance Act, compiled in chapter 13 of this title; and 

(2) Risk retention groups licensed under chapter 45 of this title. 


History. 
Acts 2018, ch. 873, § 8. 


Compiler’s Notes. 
Acts 2018, ch. 873, § 18(c) provided that the 
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act, which enacted this part, §§ 56-2-901 — Effective Dates. 


' 56-2-910, shall take effect January 1, 2019 and Acts 2018, ch. 873, § 18(b), (c). January 1, 
_ the requirement to file CGAD shall begininthe 2019; provided that for purposes of rulemaking 
| 2019 calendar year. the act took effect May 3, 2018. 


56-2-903. Part definitions. 


As used in this part: 

(1) “Commissioner” means the commissioner of commerce and insurance; 

(2) “Corporate governance annual disclosure” or “CGAD” means a confi- 
dential report filed by the insurer or insurance group in accordance with this 
part; 

(3) “Department” means the department of commerce and insurance; 

(4) “Insurance group” means those insurers and affiliates included within 
an insurance holding company system as defined in § 56-11-101; 

(5) “Insurer” has the same meaning as “insurance company” in § 56-1- 
102, except that “insurer” does not include agencies, authorities, or instru- 
mentalities of the United States, its possessions and territories, the Com- 
monwealth of Puerto Rico, the District of Columbia, or a state or political 
subdivision of a state; 

(6) “NAIC” means the National Association of Insurance Commissioners; 
and 

(7) “ORSA summary report” means the report filed in accordance with 
chapter 11, part 2 of this title. 


History. the requirement to file CGAD shall begin in the 
Acts 2018, ch. 873, § 8. 2019 calendar year. 
Compiler’s Notes. Effective Dates. 
Acts 2018, ch. 873, § 18(c) provided that the Acts 2018, ch. 873, § 18(b), (c). January 1, 
act, which enacted this part, §§ 56-2-901 — 2019; provided that for purposes of rulemaking 


56-2-910, shall take effect January 1,2019 and _ the act took effect May 3, 2018. 


56-2-904. Disclosure requirement. 


(a) An insurer, or the insurance group of which the insurer is a member, 
shall, no later than June 1 of each calendar year, submit to the commissioner 
a CGAD that contains the information described in § 56-2-906(b). However, an 
insurer or insurance group that files a CGAD pursuant to § 56-2-906(c) may 
elect to file the CGAD either no later than June 1 or December 31 of each 
calendar year. Notwithstanding any request from the commissioner made 
pursuant to subsection (c), if the insurer is a member of an insurance group, 
the insurer must submit the report required by this section to the applicable 
insurance commissioner of the lead state for the insurance group, in accor- 
dance with the laws of the lead state, as determined by the procedures outlined 
in the most recent Financial Analysis Handbook adopted by the NAIC. 

(b) The CGAD must include a signature of the insurer or the insurance 
group's chief executive officer or corporate secretary attesting that, to the best 
of that individual’s belief and knowledge, the insurer has implemented the 


’ corporate governance practices described in the CGAD and that a copy of the 


disclosure has been provided to the insurer’s board of directors or the 
appropriate committee of the board. 
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(c) An insurer not required to submit a CGAD under this part shall do so 


upon the commissioner’s request. 


(d)(1) For the purposes of completing the CGAD, the insurer or insurance 
group may provide information regarding corporate governance at the 
ultimate controlling parent level, an intermediate holding company level, 
the individual legal entity level, or at a combination of levels depending upon 
how the insurer or insurance group has structured its system of corporate 
governance. The insurer or insurance group shall consider the following 
criteria in determining the level at which the CGAD should be filed: 

(A) The level at which the insurer’s or insurance group’s risk appetite is 


determined; 


(B) The level at which the earnings, capital, liquidity, operations, and 
reputation of the insurer are overseen collectively and at which the 
supervision of those factors are coordinated and exercised; or 

(C) The level at which legal liability for failure of general corporate 


governance duties would be placed. 

(2) If, subsequent to the initial filing of the CGAD, the insurer changes the 
level of reporting, the insurer shall explain the reason for the change in the 
first CGAD filed after the change in level of reporting. 

(e) The review of the CGAD and any additional requests for information 
must be made through the lead state as determined by the procedures within 
the most recent Financial Analysis Handbook adopted by the NAIC. 

(f) Insurers providing information substantially similar to the information 
required by this part in other documents provided to the commissioner, 
including proxy statements filed in conjunction with Form B requirements, or 
other state or federal filings provided to the commissioner, or as part of any 
department request or examination, are not required to duplicate that infor- 
mation in the CGAD, but are only required to cross reference the document in 


which the information is included. 


History. 
Acts 2018, ch. 873, § 8. 


Compiler’s Notes. 

Acts 2018, ch. 873, § 18(c) provided that the 
act, which enacted this part, §§ 56-2-901 — 
56-2-910, shall take effect January 1, 2019 and 


56-2-905. Rules. 


the requirement to file CGAD shall begin in the 
2019 calendar year. 


Effective Dates. 

Acts 2018, ch. 873, § 18(b), (c). January 1, 
2019; provided that for purposes of rulemaking 
the act took effect May 3, 2018. 


The commissioner may promulgate rules as are necessary to carry out this 
part in accordance with the Uniform Administrative Procedures Act, compiled 


in title 4, chapter 5. 


History. 
Acts 2018, ch. 873, § 8. 


Compiler’s Notes. 

Acts 2018, ch. 873, § 18(c) provided that the 
act, which enacted this part, §§ 56-2-901 — 
56-2-910, shall take effect January 1, 2019 and 


the requirement to file CGAD shall begin in the 
2019 calendar year. 


Effective Dates. 

Acts 2018, ch. 873, § 18(b), (c). January 1, 
2019; provided that for purposes of rulemaking 
the act took effect May 3, 2018. 
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56-2-906. Contents of corporate governance annual disclosure. 


(a) The insurer or insurance group has discretion over the responses to the 
CGAD inquiries, provided that the CGAD must contain the material informa- 
tion necessary to permit the commissioner to gain an understanding of the 
insurer’s or group’s corporate governance structure, policies, and practices. 
The commissioner may request additional information that the commissioner 
deems material and necessary to provide the commissioner with a clear 
understanding of the corporate governance policies, the reporting or informa- 
tion system, or the controls implementing those policies. 

(b) Notwithstanding subsection (a), the CGAD must be prepared consistent 
with rules promulgated pursuant to this part. The rules must be consistent 
with subsection (c). Documentation and supporting information must be 
maintained and made available upon examination or upon the request of the 
commissioner. 

(c) Rules promulgated under this part must prescribe separate but suitable 
corporate governance reporting requirements for any insurer or insurance 
group that is not admitted to write insurance on a direct basis in any other 
jurisdiction and is either: 

(1) Organized under the Tennessee Nonprofit Corporation Act, compiled 
in title 48, chapters 51-68; or 

(2) Governed by a board of which at least seventy-five percent (75%) of its 
voting directors receive no more than nominal compensation. 


History. the requirement to file CGAD shall begin in the 
Acts 2018, ch. 873, § 8. 2019 calendar year. 
Compiler’s Notes. Effective Dates. 
Acts 2018, ch. 873, § 18(c) provided that the Acts 2018, ch. 873, § 18(b), (c). January 1, 
act, which enacted this part, §§ 56-2-901 — 2019; provided that for purposes of rulemaking 


56-2-910, shall take effect January 1, 2019 and the act took effect May 3, 2018. 


56-2-907. Confidentiality. 


(a) Documents, materials, or other information, including the CGAD, in the 
possession or control of the department that are obtained by, created by, or 
disclosed to the commissioner or any other person under this part, are 
recognized as being proprietary and containing trade secrets. All such docu- 
ments, materials, or other information are confidential by law and privileged, 
are not subject to public inspection under § 10-7-503 or § 56-1-602, are not 
subject to subpoena, and are not subject to discovery or admissible in evidence 
in any private civil action. However, the commissioner is authorized to use the 
documents, materials, or other information in the furtherance of any regula- 
tory or legal action brought as part of the commissioner’s official duties. The 
commissioner shall not otherwise make the documents, materials, or other 
information public without the prior written consent of the insurer. Nothing in 
this section requires the written consent of the insurer before the commis- 
sioner may share or receive confidential documents, materials, or other 
CGAD-related information pursuant to subsection (c) to assist in the perfor- 
mance of the commissioner’s official duties. 
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(b) Neither the commissioner nor any person that receives documents, 
materials, or other CGAD-related information, through examination or other- 
wise, while acting under the authority of the commissioner, or with whom the 
documents, materials, or other information are shared pursuant to this part, 
are permitted or required to testify in any private civil action concerning any 
confidential documents, materials, or information subject to subsection (a). 

(c) In order to assist the commissioner in the performance of the commis- 
sioner’s regulatory duties, the commissioner: 

(1) May, as necessary and upon request, share documents, materials, or 
other CGAD-related information, including the confidential and privileged 
documents, materials, or information subject to subsection (a), and including 
proprietary and trade secret documents and materials, with other state, 
federal, or international financial regulatory agencies, including members of 
any supervisory college as set forth in § 56-11-116, and with the NAIC, and 
with third-party consultants pursuant to § 56-9-108; provided, that the 
recipient agrees in writing to maintain the confidentiality and privileged 
status of the CGAD-related documents, materials, or other information and 
has verified in writing its legal authority to maintain such confidentiality; 
and 

(2) May receive documents, materials, or other CGAD-related informa- 
tion, including otherwise confidential and privileged documents, materials, 
or information, and including proprietary and trade-secret information or 
documents, from regulatory officials of other state, federal, or international 
financial regulatory agencies, including members of any supervisory college 
as set forth in § 56-11-116, and from the NAIC, and shall maintain as 
confidential or privileged any such documents, materials, or information 
received with notice or the understanding that they are confidential or 
privileged under the laws of the jurisdiction that is the source of the 
documents, materials, or information. 

(d) The sharing of information and documents by the commissioner pursu- 
ant to this part does not constitute a delegation of regulatory authority or 
rulemaking, and the commissioner is solely responsible for the administration, 
execution, and enforcement of this part. 

(e) No waiver of any applicable privilege or claim of confidentiality in 
documents, proprietary and trade-secret materials, or other CGAD-related 
information shall occur as a result of disclosure of CGAD-related information 
or documents to the commissioner under this part or as a result of sharing as 
authorized under this part. 


History. Effective Dates. 
Acts 2018, ch. 873, § 8. Acts 2018, ch. 8738, § 18(b), (c). January 1, 
Compiler simcree. 2019; provided that for purposes of rulemaking 


Acts 2018, ch. 878, § 18(c) provided that the ‘he ach took effect: Maya) 2018. 
act, which enacted this part, §§ 56-2-901 — (Cross-References. 


56-2-910, shall take effect January 1, 2019 and Confidentiality of public records, § 10-7-504. 
the requirement to file CGAD shall begin in the 


2019 calendar year. 
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56-2-908. NAIC and third-party consultants. 


(a) The commissioner may retain, at the insurer’s expense, third-party 
consultants, including attorneys, actuaries, accountants, and other experts not 
otherwise part of the commissioner’s staff, as may be reasonably necessary to 
assist the commissioner in reviewing the CGAD and related information or the 
insurer’s compliance with this part. 

(b) Any persons retained under subsection (a) are under the direction and 
control of the commissioner and shall act in a purely advisory capacity. 

(c) The NAIC and any third-party consultants are subject to the same 
confidentiality standards and requirements as the commissioner. 

(d) As part of the retention process, a third-party consultant shall verify to 
the commissioner, with notice to the insurer, that it is free of conflicts of 
interest and that it has internal procedures in place to monitor compliance 
with conflicts and to comply with the confidentiality standards and require- 
ments of this part. 

(e) Awritten agreement with the NAIC or a third-party consultant govern- 
ing sharing and use of information provided pursuant to this part must contain 
the following provisions and expressly require the written consent of the 
insurer prior to making public information provided under this part: 

(1) Specific procedures and protocols for maintaining the confidentiality 
and security of CGAD-related information shared with the NAIC or a 
third-party consultant pursuant to this part; 

(2) Procedures and protocols for sharing by the NAIC only with other 
state regulators from states in which the insurance group has domiciled 
insurers. The agreement must provide that the recipient agrees in writing to 
maintain the confidentiality and privileged status of the CGAD-related 
documents, materials, or other information and has verified in writing its 
legal authority to maintain confidentiality; 

(3) A provision specifying that ownership of the CGAD-related informa- 
tion shared with the NAIC or a third-party consultant remains with the 
department and that the NAIC’s or third-party consultant’s use of the 
information is subject to the direction of the commissioner; 

(4) A provision that prohibits the NAIC or a third-party consultant from 
storing the information shared pursuant to this part in a permanent 
database after the underlying analysis is completed; 

(5) A provision requiring the NAIC or third-party consultant to provide 
prompt notice to the commissioner and to the insurer or insurance group 
regarding any subpoena, request for disclosure, or request for production of 
the insurer’s CGAD-related information; and 

(6) A requirement that the NAIC or a third-party consultant consent to 
intervention by an insurer in any judicial or administrative action in which 
the NAIC or a third-party consultant may be required to disclose confidential 
information about the insurer shared with the NAIC or a third-party 
consultant pursuant to this part. 


History. Compiler’s Notes. 
Acts 2018, ch. 873, § 8. Acts 2018, ch. 873, § 18(c) provided that the 


56-2-909 


act, which enacted this part, §§ 56-2-901 — 
56-2-910, shall take effect January 1, 2019 and 
the requirement to file CGAD shall begin in the 
2019 calendar year. 
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Effective Dates. 

Acts 2018, ch. 873, § 18(b), (c). January 1, 
2019; provided that for purposes of rulemaking 
the act took effect May 3, 2018. 


56-2-909. Sanctions. 


Any insurer failing, without just cause, to timely file the CGAD as required 
in this part is required, after notice and a hearing, to pay a civil penalty of one 
hundred dollars ($100) per day for each day of delay, to be recovered by the 
commissioner, which must be paid into the general fund of this state. The 
maximum penalty under this section is ten thousand dollars ($10,000). The 
commissioner may reduce the civil penalty if the insurer demonstrates to the 
commissioner that imposition of the civil penalty would constitute a financial 
hardship to the insurer in the commissioner’s sole discretion. 


the requirement to file CGAD shall begin in the 
2019 calendar year. 


History. 
Acts 2018, ch. 8738, § 8. 


Compiler’s Notes. Effective Dates. 


Acts 2018, ch. 873, § 18(c) provided that the 
act, which enacted this part, §§ 56-2-901 — 
56-2-910, shall take effect January 1, 2019 and 


Acts 2018, ch. 873, § 18(b), (c). January 1, 
2019; provided that for purposes of rulemaking 
the act took effect May 3, 2018. 


56-2-910. Severability. 


If any provision of this part other than § 56-2-907, or the application of this 
part to any person or circumstance, is held invalid, such determination shall 
not affect the provisions or applications of this part that can be given effect 
without the invalid provision or application, and to that end the provisions of 


this part, with the exception of § 56-2-907, are severable. 


History. 
Acts 2018, ch. 873, § 8. 


Compiler’s Notes. 

Acts 2018, ch. 873, § 18(c) provided that the 
act, which enacted this part, §§ 56-2-901 — 
56-2-910, shall take effect January 1, 2019 and 


the requirement to file CGAD shall begin in the 
2019 calendar year. 


Effective Dates. 

Acts 2018, ch. 873, § 18(b), (c). January 1, 
2019; provided that for purposes of rulemaking 
the act took effect May 3, 2018. 


PART 10 
INSURANCE DATA SECURITY LAW 


56-2-1001. Short title. 


This part is known and may be cited as the “Insurance Data Security Law.” 


History. 
Acts 2021, ch. 345, § 1. 


Compiler’s Notes. 

Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 


Effective Dates. 

Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 
took effect on May 6, 2021. 
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56-2-1002. Purpose and intent. 


(a) This part establishes the exclusive standards for data security, licensees’ 
investigations of cybersecurity events, and licensees’ notification of cybersecu- 
rity events to the commissioner and affected consumers. 

(b) This part does not create or imply a private cause of action for a violation 
of this part, nor does this part limit a private cause of action that otherwise 
exists. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 


1 
Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. - 


56-2-1003. Part definitions. 


As used in this part: 

(1) “Authorized individual” means an individual known to and screened 
by the licensee and determined to be necessary and appropriate to have 
access to the nonpublic information held by the licensee and the licensee’s 
information systems; 

(2) “Commissioner” means the commissioner of commerce and insurance, 
or the commissioner’s designee; 

(3) “Consumer” means an individual, including an applicant, policyholder, 
insured, beneficiary, claimant, or certificate holder, who is a resident of this 
state and whose nonpublic information is in a licensee’s possession, custody, 
or control; 

(4) “Cybersecurity event”: 

(A) Means an event resulting in unauthorized access to, or disruption or 
misuse of, an information system or nonpublic information stored on an 
information system; and 

(B) Does not include: 

(i) The unauthorized acquisition of encrypted nonpublic information 
if the encryption, process, or key is not also acquired, released, or used 
without authorization; or 

(ii) An event in which the licensee determines that the nonpublic 
information accessed by an unauthorized person has not been used or 
released and has been returned or destroyed; 

(5) “Department” means the department of commerce and insurance; 

(6) “Encrypted” means the transformation of data into a form that results 
in a low probability that its meaning is discernible without the use of a 
protective process or key; 

(7) “Immediate family” means a spouse; child or grandchild by blood, 
adoption, or marriage; sibling; parent; or grandparent; 

(8) “Information security program” means the administrative, technical, 
and physical safeguards that a licensee uses to access, collect, distribute, 
process, protect, store, use, transmit, dispose of, or otherwise handle 
nonpublic information; 
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(9) “Information system” means: 

(A) A discrete set of electronic information resources organized for the 
collection, processing, maintenance, use, sharing, dissemination, or dispo- 
sition of electronic nonpublic information; or 

(B) A specialized system, including an industrial or process control 
system, a telephone switching and private branch exchange system, and 
an environmental control system; 

(10) “Licensee”: 

(A) Means a person: 

(i) Licensed, authorized to operate, or registered pursuant to this 
title; or 

(ii) Required to be licensed, authorized to operate, or registered 
pursuant to this title; and 
(B) Does not include a purchasing group or risk retention group 

chartered and licensed in another state or a person acting as an assuming 

insurer and domiciled in another state or jurisdiction; 

(11) “Multi-factor authentication” means authentication through verifica- 
tion of at least two (2) of the following types of authentication factors: 

(A) Knowledge factors, such as by a password; 

(B) Possession factors, such as by a token or text message on a mobile 
phone; or 

(C) Inherence factors, such as by a biometric characteristic; 

(12) “Nonpublic information” means information that is not publicly 
available and that is: 

(A) Business-related information of a licensee, in which the tampering 
with, unauthorized disclosure of, access to, or use of, would cause a 
material adverse impact to the business, operations, or security of the 
licensee; 

(B) Information concerning a consumer that, because of a name, num- 
ber, personal mark, or other identifier, can be used to identify that 
consumer, in combination with the following: 

(i) A social security number; 

(ii) A driver license number or non-driver identification card number; 

(ii) A financial account number or credit or debit card number; 

(iv) A security code, access code, or password that would permit 
access to the consumer’s financial accounts; or 

(v) Biometric records; or 
(C) Information or data, except a person’s age or sex, created by or 

derived from a healthcare provider or a consumer that relates to: 

(i) The past, present, or future physical, mental, or behavioral health 
or health condition of a consumer or a member of a consumer’s 
immediate family; 

(ii) The provision of health care to a consumer; or 

(111) Payment for the provision of health care to a consumer; 

(13) “Person” means an individual or non-governmental entity, including 
a sole proprietorship, corporation, limited liability company, partnership, 
trust, religious organization, association, nonprofit organization described in 
§ 501(c) of the Internal Revenue Code that is exempt from federal income 
taxation under § 501(a) of the Internal Revenue Code (26 U.S.C. § 501(a)), 
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or another legal entity, whether formed as a for-profit or not-for-profit entity; 

(14) “Publicly available information” means information that a licensee 
has a reasonable basis to believe is lawfully made available to the public. For 
purposes of this subdivision (14), a licensee has a reasonable basis to believe 
that information is lawfully made available to the public if the licensee has 
taken steps reasonably necessary to determine: 

(A) That the information is of a type that is available to the public 
through government records, widely distributed media, or public disclo- 
sures required by law; or 

(B) That a consumer can direct that the information not be made 
available to the public and, if so, that the consumer has not made that 
direction; 

(15) “Risk assessment” means the risk assessment that each licensee 
must conduct under § 56-2-1004(3); and 
_ (16) “Third-party service provider” means a person, not otherwise defined 
as a licensee, that contracts with a licensee to maintain, process, or store, or 
is otherwise permitted access to maintain, process, or store, nonpublic 
information through its provision of services to the licensee. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 


° 9 
Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 


56-2-1004. Information security program. 


By July 1, 2022, unless provided otherwise in this section: 

(1) Commensurate with the size and complexity of the licensee and the 
nature and scope of its activities, including its use of third-party service 
providers, and the sensitivity of the nonpublic information used by or in the 
possession, custody, or control of the licensee, each licensee shall develop, 
implement, and maintain a comprehensive, written information security 
program based on the licensee’s risk assessment that contains administra- 
tive, technical, and physical safeguards for the protection of the nonpublic 
information and the licensee’s information system; 

(2) A licensee’s information security program must be designed to: 

(A) Protect the security and confidentiality of nonpublic information 
and the security of the information system; 

(B) Protect against threats or hazards to the security or integrity of 
nonpublic information and the information system; 

(C) Protect against unauthorized access to or use of nonpublic informa- 
tion and minimize the likelihood of harm to a consumer as a result of 
unauthorized access or use; and 

(D) Define and periodically reevaluate a schedule for retaining nonpub- 
lic information and a mechanism for the destruction of nonpublic infor- 
mation when the information is no longer needed; 

(3) A licensee shall conduct a risk assessment as follows: 
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(A) Designate one (1) or more employees, an affiliate, or an outside 
vendor acting on behalf of the licensee who is responsible for the licensee’s 
information security program; 

(B) Identify reasonably foreseeable internal or external threats that 
could result in unauthorized access, transmission, disclosure, misuse, 
alteration, or destruction of nonpublic information, including threats to 
the security of information systems and nonpublic information accessible 
to or held by third-party service providers; 

(C) Assess the likelihood and potential damage of reasonably foresee- 
able internal or external threats, taking into consideration the sensitivity 
of the nonpublic information involved; 

(D) Assess the sufficiency of policies, procedures, information systems, 
and other safeguards in place to manage threats throughout the licensee’s 
operations, including in: 

(i) Employee training and management; 

(ii) Information systems, including network and software design, as 
well as information classification, governance, processing, storage, 
transmission, and disposal; and 

(iii) Detection, prevention, and response to attacks, intrusions, or 
other information systems failures; and 
(EZ) Implement information safeguards to manage the threats identified 

in the licensee’s risk assessment and, no less than annually, assess the 
effectiveness of the safeguards’ key controls, systems, and procedures; 
(4) Based on a licensee’s risk assessment, the licensee shall: 

(A) Design an information security program to mitigate the identified 
risks, commensurate with the size and complexity of the licensee and the 
nature and scope of its activities, including its use of third-party service 
providers, and the sensitivity of the nonpublic information used by or in 
the possession, custody, or control of the licensee; 

(B) Determine which of the following security measures are appropriate 
for the licensee and implement those security measures: 

(i) Place access controls on information systems, including controls to 
authenticate and restrict access to authorized individuals to protect 
against the unauthorized acquisition of nonpublic information; 

(ii) Identify and manage the data, personnel, devices, systems, and 
facilities that enable the licensee to achieve the licensee’s business 
objectives in accordance with the relative importance of the data, 
personnel, devices, systems, and facilities to the licensee’s business 
objectives and risk strategy; 

(iii) Restrict physical access to nonpublic information to authorized 
individuals; 

(iv) Protect by encryption or other appropriate means nonpublic 
information being transmitted over an external network and nonpublic 
information stored on a laptop computer or other portable computing or 
storage device or media; 

(v) Adopt secure development practices for internally developed ap- 
plications utilized by the licensee and procedures for evaluating, assess- 
ing, or testing the security of externally developed applications utilized 
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by the licensee; 

(vi) Modify the licensee’s information system in accordance with the 
licensee’s information security program; 

(vii) Utilize effective controls that may include multi-factor authen- 
tication procedures for authorized individuals accessing nonpublic 
information; 

(viii) Regularly test and monitor systems and procedures to detect 
actual and attempted attacks on, or intrusions into, information 
systems; 

(ix) Include audit trails within the information security program 
designed to detect and respond to cybersecurity events and to recon- 
struct material financial transactions sufficient to support normal 
operations and obligations of the licensee; 

(x) Implement measures to protect against destruction, loss, or dam- 
age of nonpublic information due to environmental hazards, such as fire 
and water damage, technological failures, or other catastrophic events; 
and 

(xi) Develop, implement, and maintain procedures for the secure 
disposal of nonpublic information in any format; 

(C) Include cybersecurity risks in the licensee’s enterprise risk man- 
agement process; 

(D) Remain informed regarding emerging threats or vulnerabilities to 
the licensee and utilize reasonable security measures when sharing 
information, relative to the nature of the sharing and the type of 
information being shared; or 

(KE) Provide personnel with cybersecurity awareness training that is 
updated as necessary to reflect risks identified by the licensee in the risk 
assessment; 

(5) If the licensee has a board of directors, then the board or an 


appropriate committee of the board shall, at a minimum: 


(A) Require the licensee’s executive management or delegates to de- 
velop, implement, and maintain the licensee’s information security pro- 
gram, 

(B) Require the licensee’s executive management or delegates to report 
in writing, at least annually: 

(i) The status of the licensee’s information security program and 
compliance with this part; and 
(ii) Material matters related to the licensee’s information security 

‘program, including risk assessment, risk management and control 

decisions, third-party service provider arrangements, results of testing, 
- cybersecurity events or violations and the licensee’s responses thereto, 

and recommendations for changes to the information security program; 
and 

(C) If the licensee’s executive management delegates any of the execu- 
tive management’s responsibilities under this section, then the executive 
management must oversee the development, implementation, and main- 
tenance of the licensee’s information security program prepared by the 
delegates and must either prepare the report or receive a copy of the report 
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prepared by the delegates pursuant to subdivision (5)(B); 

(6) Alicensee shall exercise due diligence in selecting a third-party service 
provider and, by July 1, 2023, require that each third-party service provider 
implement appropriate administrative, technical, and physical measures to 
protect and secure the information systems and nonpublic information 
accessible to, or held by, the third-party service provider; 

(7) The licensee shall monitor, evaluate, and adjust, as appropriate, its 
information security program, consistent with relevant changes in technol- 
ogy, the sensitivity of its nonpublic information, internal or external threats 
to its information, and its changing business arrangements, such as mergers 
and acquisitions, alliances and joint ventures, outsourcing arrangements, 
and changes to information systems; 

(8)(A) As part of a licensee’s information security program, a licensee must 

establish a written incident response plan designed to promptly respond to, 

and recover from, a cybersecurity event that compromises the confidentiality, 
integrity, or availability of the licensee’s nonpublic information or information 
systems or the continuing functionality of the licensee’s operations; 

(B) The incident response plan must address: 

(1) The licensee’s internal process for responding to a cybersecurity 
event; 

(ii) The goals of the licensee’s incident response plan; 

(iii) The definition of roles, responsibilities, and levels of decision- 
making authority relating to a cybersecurity event; 

(iv) External and internal communications and information sharing; 

(v) The requirements for remediating identified weaknesses in infor- 
mation systems and associated controls; 

(vi) Documentation and reporting regarding cybersecurity events and 
related incident response activities; and 

(vii) The evaluation and revision, as necessary, of the incident re- 
sponse plan following a cybersecurity event; and 

(9)(A) Each insurer domiciled in this state shall submit to the commis- 
sioner by April 15 of each year written certification that the insurer is in 
compliance with this section. Each insurer shall maintain for examination 
by the department all records, schedules, and data supporting the certi- 
fication for a period of five (5) years from the date of the corresponding 
certification. 

(B) If an insurer identifies areas, systems, or processes requiring 
material improvement, updating, or redesign, then the insurer must 
document planned and ongoing remedial efforts to address those areas, 
systems, or processes, and the documentation must be made available for 
inspection by the commissioner upon request. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 


S +] 
Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 
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56-2-1005. Investigation of a cybersecurity event. 


(a) If a licensee learns that a cybersecurity event has or may have occurred, 
then the licensee or an outside vendor or service provider designated to act on 
behalf of the licensee shall conduct a prompt investigation. 

(b) During the investigation, the licensee or outside vendor or service 
provider shall, at a minimum: 

(1) Determine whether a cybersecurity event has occurred; 

(2) Assess the nature and scope of the cybersecurity event; 

(3) Identify nonpublic information that may have been involved in the 
cybersecurity event; and 

(4) Take or oversee reasonable measures to restore the security of the 
information systems compromised in the cybersecurity event in order to 
prevent further unauthorized acquisition, release, or use of nonpublic 
information in the licensee’s possession, custody, or control. 

(c) If the licensee learns that a cybersecurity event has or may have 
occurred in a system maintained by a third-party service provider, then the 
licensee shall complete, or confirm and document that the third-party service 
provider has completed, the actions required by subsection (b). 

(d) The licensee shall maintain records concerning all cybersecurity events 
for a period of at least five (5) years from the date of discovery of the 
cybersecurity event and shall provide those records to the commissioner upon 
request. 

(e) If the licensee conducts an investigation or review of a potential or 
suspected cybersecurity event and determines that an event is not a cyberse- 
curity event, then the licensee must reduce that determination to writing and 
maintain that writing for a period of at least five (5) years from the date of 
discovery of the event. The licensee shall provide the writing to the commis- 
sioner upon request. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 
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Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 


56-2-1006. Notification of a cybersecurity event. 


(a) A licensee shall notify the commissioner as soon as practicable, and in no 
event more than three (3) business days, following a determination that a 
cybersecurity event has occurred if: 

(1)(A) The licensee is domiciled in this state, in the case of an insurer, as 
defined in § 56-6-102, or this state is the licensee’s home state, in the case 
of an insurance producer, as defined in § 56-6-102; and 
(B) The cybersecurity event has a reasonable likelihood of materially 
harming a consumer residing in this state or a material part of the 
licensee’s normal operations; or 
(2) The licensee reasonably believes that the nonpublic information of two 
hundred fifty (250) or more consumers residing in this state is involved in 
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the cybersecurity event and that the cybersecurity event is: 

(A) A cybersecurity event of which notice must be provided to a 
government body, self-regulatory agency, or other supervisory body pur- 
suant to state or federal law; or 

(B) A cybersecurity event with a reasonable likelihood of materially 
harming a consumer residing in this state or a material part of the 
licensee’s normal operations. 

(b)(1) A licensee that must notify the commissioner under subsection (a) 
shall provide to the commissioner, in a format directed by the commissioner, 
as much of the following information as is available: 

(A) The date of the cybersecurity event; 

(B) A description of how the nonpublic information was exposed, lost, 
stolen, or breached, including the specific roles and responsibilities of 
third-party service providers with respect to the nonpublic information, if 
any; 

(C) How the cybersecurity event was discovered; 

(D) Whether lost, stolen, or breached nonpublic information has been 
recovered and, if so, how recovery was accomplished; 

(E) The identity of the source of the cybersecurity event; 

(F) Whether the licensee has filed a police report or notified regulatory, 
governmental, or law enforcement agencies and, if so, when the notifica- 
tion was provided; 

(G) A description of the specific types of nonpublic information or 
particular data elements acquired without authorization, which may 
include types of medical information, types of financial information, or 
types of information allowing for consumer identification; 

(H) The period during which the licensee’s information system was 
compromised by the cybersecurity event; 

(I) The number of total consumers in this state affected by the cyber- 
security event. The licensee shall provide its best estimate of this number 
of consumers in its initial report to the commissioner and update this 
estimate with each subsequent report to the commissioner pursuant to 
this subsection (b); 

(J) The results of an internal review and whether the review identified 
whether automated controls or internal procedures were followed or 
adhered to; 

(K) Adescription of the efforts to remediate the situation that permitted 
the cybersecurity event to occur; 

(L) Acopy of the licensee’s privacy policy and a statement outlining the 
steps that the licensee will take to investigate which consumers were 
affected by the cybersecurity event and to notify affected consumers; 

(M) The name of a person who is both knowledgeable regarding the 
cybersecurity event and authorized to act on behalf of the licensee to serve 
as a representative of the licensee for contact from the commissioner; and 

(N) A copy of the notice sent to affected consumers, if the notice is 
required under subsection (c). 

(2) Licensees shall continually provide material updates or supplements 
to the information provided under subdivision (b)(1). 
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(c) Following a determination that a cybersecurity event has occurred and 
that the cybersecurity event has a reasonable likelihood of materially harming 
a consumer, a licensee shall notify consumers residing in this state whose 
nonpublic information has been acquired, or reasonably believed to have been 
acquired, by the cybersecurity event. The disclosure must be made no later 
than forty-five (45) days after the determination of the cybersecurity event, 
unless a longer period of time is required due to the legitimate needs of law 
enforcement. For purposes of this section, notice may be provided by: 

(1) Written notice; 

(2) Electronic notice, if the notice provided is consistent with the provi- 
sions regarding electronic records and signatures set forth in 15 U.S.C. 
§ 7001, or if the licensee’s primary method of communication with the 
consumer has been by electronic means. Electronic means may include email 
notification; or 

(3) Substitute notice, if the licensee demonstrates that the cost of provid- 
ing notice would exceed two hundred fifty thousand dollars ($250,000), the 
affected class of subject persons to be notified exceeds five hundred thousand 
(500,000) persons, or the licensee does not have sufficient contact informa- 
tion and the notice consists of the following: 

(A) Email notice, when the licensee has an email address for the 
consumer; 

(B) Conspicuous posting of the notice on the licensee’s website, if the 
licensee maintains a website page; and 

(C) Notification to major statewide media. 

(d)(1) If a licensee becomes aware of a cybersecurity event in the licensee’s 

information system maintained by a third-party service provider, then the 

licensee must treat the event as if it occurred in an information system 

maintained by the licensee for purposes of subsection (a). 

(2) The licensee’s time limitations for purposes of providing notification 
under subsection (a) begin running when the third-party service provider 
notifies the licensee of the cybersecurity event or the licensee otherwise 
gains actual knowledge of the cybersecurity event, whichever is sooner. 

(3) This part does not limit or abrogate an agreement between a licensee 
and another party to fulfill the investigation requirements imposed under 
§ 56-2-1005 or the notice requirements imposed under this section. 
(e)(1)(A) In the case of a cybersecurity event involving nonpublic informa- 

tion that is used by, or in the possession, custody, or control of, a licensee 

acting as an assuming insurer that does not have a direct contractual 
relationship with the affected consumers, the assuming insurer shall 
notify the affected ceding insurers and the commissioner of the licensee’s 

state of domicile within three (3) business days of determining that a 

cybersecurity event has occurred. 

(B) The ceding insurers that have a direct contractual relationship with 
affected consumers must fulfill the consumer notification requirements 
required under this section. 

(2)(A) In the case of a cybersecurity event involving nonpublic information 

in the possession, custody, or control of a third-party service provider of a 

licensee that is an assuming insurer, the assuming insurer shall notify the 
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affected ceding insurers and the commissioner of the licensee’s state of 

domicile within three (3) business days of the third-party service provider 

notifying the licensee of the cybersecurity event or the licensee otherwise 
gaining actual knowledge of the cybersecurity event, whichever is sooner. 

(B) The ceding insurers that have a direct contractual relationship with 
affected consumers shall fulfill the consumer notification requirements 
required under this section. 

(3) Except as provided in this subsection (e), a licensee acting as assuming 
insurer has no other notice obligations relating to a cybersecurity event 
under this section. 

(f) In the case of a cybersecurity event involving nonpublic information in 
the possession, custody, or control of a licensee that is an insurer, or the 
third-party service provider for which a consumer accessed the insurer’s 
services through an independent insurance producer, and for which consumer 
notice is required under this part, the insurer shall notify the producers of 
record of all affected consumers, if known, as soon as practicable, but not later 
than when such notice is provided to the affected consumers. The insurer is 
excused from this obligation in those instances in which the insurer does not 
have the current producer of record information for an individual consumer. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 


* 9 
Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 


56-2-1007. Authority of commissioner. 


(a) In addition to authority under chapter 1, part 4 of this title, the 
commissioner has the authority to examine and investigate a licensee to 
determine whether the licensee has been or is engaged in conduct in violation 
of this part. Those examinations or investigations must be conducted in 
accordance with chapter 1, part 4 of this title. 

(b) If the commissioner has reason to believe that a licensee has been or is 
engaged in conduct in this state that violates this part, then the commissioner 
may take necessary or appropriate action to enforce this part in accordance 
with part 3 of this chapter. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 
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Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 
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56-2-1008. Confidentiality. 


(a) Documents, materials, or information in the department’s control or 
possession that are furnished by a licensee, or an employee or agent acting on 
behalf of the licensee, pursuant to § 56-2-1004(9) or § 56-2-1006(b), or that are 
obtained by the commissioner in connection with an investigation or exami- 
nation pursuant to § 56-2-1007: 

(1) Are confidential and not open for inspection by members of the public 
under title 10, chapter 7 or § 56-1-602; and 

(2) Are not subject to subpoena, subject to discovery, or admissible in 
evidence in a private civil action, except that the commissioner may use the 
documents, materials, or information in the furtherance of regulatory or 
legal action by the commissioner. 

(b) The commissioner, or a person who received documents, materials, or 
information while acting under the authority of the commissioner, is not 
permitted or required to testify in a private civil action concerning documents, 
materials, or information made confidential under subsection (a). 

(c) Notwithstanding subsection (a), to assist in the commissioner’s duties 
under this part, the commissioner may: 

(1) Share documents, materials, or information made confidential under 
subsection (a) with other state, federal, or international regulatory agencies 
or law enforcement authorities, the national association of insurance com- 
missioners or its affiliates or subsidiaries, or a third-party consultant or 
vendor of the department, as long as the recipient agrees in writing to 
maintain the confidential nature of the documents, materials, or 
information; 

(2) Receive documents, materials, or information, including otherwise 
confidential documents, materials, or information, from the national asso- 
ciation of insurance commissioners or its affiliates or subsidiaries, or from 
regulatory or law enforcement officials of other foreign or domestic jurisdic- 
tions, and the commissioner must maintain as confidential any document, 
material, or information received with notice or the understanding that it is 
confidential under the laws of the source jurisdiction; and 

(3) Enter into agreements governing sharing and use of documents, 
materials, or information consistent with this subsection (c). 

(d) A waiver of an applicable privilege or confidentiality does not occur as a 
result of the disclosure of documents, materials, or information by or to the 
commissioner under subsection (c). 

(e) This part does not prohibit the commissioner from releasing final, adjudi- 
cated actions open to public inspection under title 10, chapter 7 or § 56-1-602 to 
a database or other clearinghouse service maintained by the national association 
of insurance commissioners or its affiliates or subsidiaries. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
Crmnilex's Noten vided that for purposes of rulemaking, the act 


Acts 2021, ch. 345, § 4 provided that the act, took effect on May 6, 2021. 
which enacted this part, applies to breaches (Cross-References. 


that occur or are discovered on or after July 1, Confidentiality of public records, § 10-7-504. 
2021. 
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56-2-1009. Exceptions. 


(a)(1) This part does not apply to: 

(A) A licensee who employs less than twenty-five (25) individuals, 
regardless of whether the individuals are employees or independent 
contractors; 

(B) A licensee with less than five million dollars ($5,000,000) in gross 
annual revenue; or 

(C) A licensee with less than ten million dollars ($10,000,000) in 
year-end total assets. 

(2) A licensee subject to and governed by the privacy, security, and breach 
notification rules issued by the United States department of health and 
human services, 45 CFR Parts 160 and 164, established pursuant to the 
federal Health Insurance Portability and Accountability Act of 1996 (42 
U.S.C. § 1320d et seq.), and the federal Health Information Technology for 
Economic and Clinical Health (HITECH) Act (42 U.S.C. § 300jj et seq. and 
42. U.S.C. § 17901 et seq.), and that maintains nonpublic information in the 
same manner as protected health information meets the requirements of 
§§ 56-2-1004 and 56-2-1006(c) if the licensee is compliant with, and submits 
a written statement certifying its compliance with, the federal Health 
Insurance Portability and Accountability Act of 1996 and the federal Health 
Information Technology for Economic and Clinical Health. 

(3) A licensee subject to Title V of the federal Gramm-Leach-Bliley Act of 
1999 (15 U.S.C. §$ 6801-6809 and 6821-6827) that meets the requirements 
of § 56-2-1006(c) if the licensee is compliant with, and submits a written 
statement certifying its compliance with, Title V of the federal Gramm- 
Leach-Bliley Act of 1999. 

(4) An employee, agent, representative, or designee of a licensee, who is 
also a licensee, is exempt from § 56-2-1004 if the activities of the employee, 
agent, representative, or designee are covered by the other licensee’s 
information security program. 

(b) If a licensee ceases to qualify for an exception under subsection (a), then 
the licensee has one hundred eighty (180) days from the time the licensee no 
longer qualifies for the exception to comply with this part. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 
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Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 
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56-2-1010. Penalties. 


The commissioner may seek penalties under § 56-2-305 for a violation of 
this part. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 
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Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 
2021. 


56-2-1011. Rules. 


The commissioner may promulgate rules to effectuate this part. The rules 
must be promulgated in accordance with the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5. 


History. Effective Dates. 
Acts 2021, ch. 345, § 1. Acts 2021, ch. 345, § 4. July 1, 2021; pro- 
vided that for purposes of rulemaking, the act 


: 3 
Compiler’s Notes. took effect on May 6, 2021. 


Acts 2021, ch. 345, § 4 provided that the act, 
which enacted this part, applies to breaches 
that occur or are discovered on or after July 1, 


202. 
CHAPTER 3 
OPERATION OF INSURANCE COMPANIES 
Part 1. General Provisions 
Section 


56-3-102. [Repealed.] 


PART 1 
GENERAL PROVISIONS 
56-3-102. [Repealed.] 
History. Compiler’s Notes. 


Acts 1907, ch. 454, § 2; 1925, ch. 66, § 1; Former § 56-3-102 concerned contingency 
Shan., § 3348a34; Code 1932, § 6209; T.C.A. reserves. 
(orig. ed.), § 56-215; impl. am. Acts 1971, ch. 
137, § 2; T.C.A. (orig. ed.), § 56-304; repealed 
by Acts 2018, ch. 873, § 9, effective May 3, 


2018. 
CHAPTER 4 
FEES AND TAXES 
Part 2. Taxes 
Section 


56-4-218. Reciprocity of treatment. 
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PART 2 
TAXES 


56-4-218. Reciprocity of treatment. 


(a) When, by the laws of any other state or foreign country, any premium or 
income or other taxes, or any fees, fines, penalties, licenses, deposit require- 
ments or other obligations, prohibitions or restrictions are imposed upon 
Tennessee insurance companies doing business in the other state or foreign 
country, or upon their agents in the other state or foreign country, that are in 
excess of the taxes, fees, fines, penalties, licenses, deposit requirements or 
other obligations, prohibitions or restrictions imposed upon the insurance 
companies of the other state or foreign country doing business in this state, or 
that might seek to do business in this state, or upon their agents in the state, 
so long as the laws continue in force, the same premium or income or other 
taxes, or fees, fines, penalties, licenses, deposit requirements or other obliga- 
tions, prohibitions and restrictions of whatever kind shall be imposed upon the 
companies of the other state or foreign country doing business in this state, or 
upon their agents in this state. The commissioner shall compute the burden of 
premium taxes on the basis of the basic premium tax rate levied by the laws of 
the other state or foreign country for the kind of business transacted without 
reduction in the basic premium rate for investments that a like Tennessee 
company may qualify for or as a result of investments the company may have 
made in Tennessee securities. Any tax, license or other obligation imposed by 
any city, county or other political subdivision of a state or foreign country on 
the Tennessee insurance companies shall be deemed to be imposed by the state 
or foreign country within the meaning of this section, and the commissioner, 
for the purpose of this section, shall compute the burden of the tax, license or 
other obligation on an aggregate statewide or foreign countrywide basis as an 
addition to the rate of tax and to the charges that are or would be payable by 
similar Tennessee insurance companies in the state or foreign country. This 
section shall be applied on a retaliatory basis without consideration of any 
reciprocity an insurance company domiciled in another state or foreign country 
may claim due to lower premium or income or other taxes, or lower fees, fines, 
penalties, licenses, deposit requirements or other obligations, prohibitions or 
restrictions that are imposed upon the insurance companies of other states or 
foreign countries doing business in this state. Each foreign insurance company 
doing business in this state shall furnish, over the signature and oath of its 
responsible officers, the necessary information for the computation of the taxes 
upon forms prescribed by the commissioner. The commissioner may issue any 
and all necessary regulations to carry out the purposes of this section. This 
section shall not apply to ad valorem taxes on real or personal property, to 
personal income taxes, or to any examination fees provided in § 56-1-413. 

(b) The time, period and manner of payment of the retaliatory tax shall be 
the same in all cases as that of the gross premium tax provided for in 
§ 56-4-205, and no interest charges or credits shall be made or allowed for use 
or loss of use of funds due to any conflict of the time, period or manner of 
payment in this state and the time, period or manner in a foreign state or 
country. 
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(c) Notwithstanding any other provision under this title, claims challenging 
liability imposed by this section must be brought in the chancery court of 
Davidson County pursuant to the procedures set out in title 67, chapter 1, part 
9. 


History. Amendments. 
Acts, 1945, ch. 3, § 9; C. Supp. .1950, The 2017 amendment added (c). 
§ 1248.49 (Williams, § 1248.177); Acts 1953, : 
ch. 49, § 2; 1957, ch. 185, § 1; 1965, ch. 232, Effective Dates. 
§ 1; 1979, ch. 314, § 1; T.C.A. (orig. ed.), § 56- Acts 2017, ch. 423, § 3. May 18, 2017. 
4232 Acts 1985, ch..354,,9. 2: 2015, ch, 155, 
So ayz0l rc. 420; $1, 


CHAPTER 5 
RATES AND RATING ORGANIZATIONS 


Part 1. General Provisions 


Section 

56-5-106. Filing by commercial risk insurers. 

56-5-107. Inspection of filings — Surcharges — Residual market mechanisms — Alternative 
filings. 

56-5-122. Exempt commercial risk policyholders. 


PART 1 
GENERAL PROVISIONS 


56-5-106. Filing by commercial risk insurers. 


(a)(1) Except as provided in subsections (b), (c), and (d), every insurer of 
commercial risk insurance shall file with the commissioner all rates, 
supplementary rate information, policy forms and endorsements, not later 
than fifteen (15) days after the effective date; provided, that the rates, 
supplementary rate information, policy forms and endorsements need not be 
filed for inland marine risks that by general custom of the business are not 
written according to manual rules of rating plans. Upon request of the 
commissioner, supporting information shall also be filed. 

(2) The commissioner may, after a hearing providing not less than twenty 
(20) days’ written notice to the insurer, disapprove any policy form or 
endorsement already in effect if it does not comply with the law or with rules 
adopted pursuant to this part or if it contains any provision that is unfair, 
deceptive or misleading. The disapproval order shall specify the reasons for 
the commissioner’s findings and the date, not less than thirty (30) days after 
issuance of the order, when the disapproval is effective, and it shall 
thereafter be unlawful for the insurer to use the form or endorsement in this 
state. 

(b)(1) The following insurance coverages are exempt from filing require- 
ments with respect to rates, supplementary rate information, policy forms, 
and endorsements, where applicable under this chapter, whether the insur- 
ance coverage is endorsed to or sold as a stand-alone policy: 

(A) Boiler and machinery; 

(B) Environmental impairment or pollution liability; 
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(C) Kidnap and ransom; 
(D) Political risk or expropriation; 
(KE) Employment practices liability; 
(F) Media liability; and 
(G) Product liability, product recall, and completed operations. 

(2) The exemption from filing requirements in this subsection (b) does not 
affect any other requirements of this title, including those applicable to 
cancellation of commercial insurance policies. 

(3) The insurer shall deliver to the insured and the producer of record a 
copy of a policy issued pursuant to this subsection (b). The policy may be 
delivered to the applicant or policyholder electronically and must contain a 
disclaimer in language the same as or substantially similar to the following: 
The rate provided for in this policy and all forms utilized are exempt 
from the filing requirements of Tenn. Code Ann. § 56-5-106. 

(c) With respect to workers’ compensation insurance, a rate service organi- 
zation designated by one (1) or more insurers shall develop and file for 
approval with the commissioner in accordance with this section, a filing on 
behalf of authorized insurers containing advisory prospective loss costs and 
supporting actuarial and statistical data for workers’ compensation insurance, 
including loss adjustment expenses. An advisory prospective loss costs filing 
shall become effective only when approved pursuant to § 50-6-402. 

(d) Each workers’ compensation insurer, or group of insurers under common 
ownership, shall individually file with the commissioner the multiplier and 
supporting information not later than fifteen (15) days after the effective date. 
Multipliers shall apply to the most recently approved, currently effective 
advisory prospective loss cost. 

(e) All multipliers filed pursuant to subsection (d) shall be actuarially 
justified and shall be certified by a member in good standing of the Casualty 
Actuarial Society. 


History. 

Acts 1983, ch. 66, § 7; 1996, ch. 944, § 36; 
1997, ch. 533, § 10; 1998, ch. 1024, § 17; 2001, 
ch. 192, §§ 3, 5, 15; 2015, ch. 188, § 2; T.C.A. 
§ 56-5-306; Acts 2018, ch. 996, §§ 1, 2; 2021, 
ch.) 537, '§) 7. 


Compiler’s Notes. 


tions (b), (c), and (d)” for “subsections (b) and 
(c)” in the first sentence of (a)(1); added present 
(b) and redesignated former (b) through (d) as 
present (c) through (e). 

The 2021 amendment deleted “, and at least 
annually thereafter on March 1” from the end 
of the first sentence of (d). 


Acts 2021, ch. 537, § 1 provided that act 
shall be known and may be cited as the “Insur- 
ance Modernization Act.” 


Effective Dates. 
Acts 2018, ch. 996, § 6. May 21, 2018. 
Acts 2021, ch. 587, § 17. May 25, 2021. 
Amendments. 
The 2018 amendment substituted “subsec- 


56-5-107. Inspection of filings — Surcharges — Residual market 
mechanisms — Alternative filings. 


(a) Filings Open to Inspection. All rates, supplementary rate informa- 
tion, policy forms, endorsements, and any supporting information filed under 
this part shall, as soon as filed, be open to public inspection at any reasonable 
time, except any information that is a trade secret under the Uniform Trade 
Secrets Act, compiled in title 47, chapter 25, part 17, as determined by the 
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commissioner in the commissioner’s sole discretion. The insurer or filer shall 
have the burden of asserting to the commissioner that the information is a 
trade secret. Insurers may file certain information with the commissioner for 
a determination as to whether it would be held to be a trade secret under this 
subsection (a). Such information shall not be made public during the pendency 
of the review. Should it be determined that such information is not trade secret 
information, then the commissioner shall return such information to the 
insurer or filer. Copies of public information may be obtained by any person on 
request and upon payment of a reasonable charge. 

(b) Consent to Rate. Notwithstanding any other provisions of this part, 
upon written application of an insured, stating specific reasons why a risk 
requires higher than standard rates on file by an insurer, a rate in excess of 
that provided by a filing otherwise applicable may be used on a specific risk. An 
endorsement shall be attached to the policy, giving the reasons and the 
percentage of surcharge. A copy of the endorsement shall be kept by the insurer 
and its agent. The copies shall be made available to the commissioner upon 
request for review to determine that the rates are not excessive, inadequate or 
unfairly discriminatory. 

(c) Residual Market Mechanism. No filing, whether personal or commer- 
cial risk, shall be used for a residual market mechanism until it has become 
effective pursuant to § 56-5-105. 

(d) Rate Service Organization Filings. 

(1)(A) The filings required by §§ 56-5-105 and 56-5-106, except § 56-5- 

106(d), including advisory prospective loss costs, other than rates for 

policies issued pursuant to any residual market mechanism for workers’ 

compensation insurance established under § 56-5-114, may be made by a 

rate service organization designated by an insurer. 

(B) The filings required by § 56-5-106 for rates for policies issued 

pursuant to any residual market mechanism established under § 56-5- 

114 for workers’ compensation insurance shall be made by a rate service 

organization designated by the commissioner. 

(2) An insurer may make a filing, for lines other than workers’ compen- 
sation, in compliance with §§ 56-5-105 and 56-5-106 and by giving written 
notice to the commissioner that the insurer is following rates as filed by a 
rate service organization in a particular line with any exceptions clearly set 
forth as are necessary to fully inform the commissioner. 

(e) Reference Filings. An insurer may file by reference to rates, supple- 
mentary rate information, supporting information, and policy forms and 
endorsements filed by and effective for another insurer or a rate service 
organization. 

(f) Number of Rate Filings. A company shall not be limited in the number 
of rate filings which a company may file in any one (1) calendar year; however, 
should a company make more than one (1) rate filing in one (1) calendar year 
for a single type of insurance coverage, the company shall pay to the 
commissioner for each additional rate filing the fee of two hundred fifty dollars 
($250) as well as all costs incurred by the commissioner for an actuarial review 
of the rate filing. The fee provided for by this subsection (f) and cost 
requirements shall not apply to advisory prospective loss cost filings by the 
commissioner’s designated rate service organization. 


56-5-122 INSURANCE 62 


History. § 56-5-106(d)” for “except § 56-5-106(c)” in 
Acts 1983, ch. 66, § 8; 1996, ch. 944, § 37; (d)(1)(A). 
2003, ch. 215, 8 3: 2010. ch. sol, sul; Lue. ; 
§ 56-5-307; Acts 2018, ch. 996, § 3. Effective Dates. 
Acts 2018, ch. 996, § 6. May 21, 2018. 
Amendments. 
The 2018 amendment substituted “except 


56-5-122. Exempt commercial risk policyholders. 


(a) For purposes of this section: 

(1) “Exempt commercial risk policyholder” means an insured that either 
employs the services of an insurance producer licensed in property or 
casualty lines of authority or procures commercial risk insurance with the 
services of a full-time risk manager, and: 

(A) Is a city, county, or metropolitan government with a population of at 
least fifty thousand (50,000), according to the 2010 federal census or any 
subsequent census; 

(B) Is this state; 

(C) Is a not-for-profit organization or a public entity with an annual 
budget of at least twenty-five million dollars ($25,000,000) in the preced- 
ing fiscal year; or 

(D) Is a commercial risk policyholder that annually certifies to the 
department on a form designated by the department that the policyholder: 

(i) Possesses a net worth of more than ten million dollars 
($10,000,000) at the time the policy of insurance is issued; 

(ii) Generated net revenue or sales of more than fifteen million 
dollars ($15,000,000) in the preceding fiscal year; 

(iii) Employs more than twenty-five (25) employees per individual 
company or fifty (50) employees per holding company at the time the 
policy of insurance is issued; and 

(iv) Paid annual aggregate insurance premiums of at least two 
hundred thousand dollars ($200,000) in the preceding fiscal year of 
commercial risk insurance as defined in § 56-5-102, excluding any 
premiums paid for accident and health insurance and workers’ compen- 
sation and employer’s liability insurance as defined in § 56-2-201; and 

(2) “Risk manager” means a person who: 

(A) Holds an Accredited Advisor in Insurance (AAI) or Associate in Risk 
Management (ARM) designation for property and casualty lines of author- 
ity; 

(B) Holds a risk management in insurance degree from an accredited 
college or university for property and casualty lines of authority; or 

(C) Is qualified by experience, as determined by the commissioner. 

(b) Section 56-5-106(a) does not apply to a commercial risk policy issued to 
an exempt commercial risk policyholder by an insurer of commercial risk 
insurance. 

(c) An insurer of commercial risk insurance is subject to the penalties 
provided in § 56-2-305 if the: 

(1) Insurer does not comply with § 56-5-106(a) relative to a commercial 
risk insurance policy issued to a commercial risk policyholder; and 
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(2) Policyholder has not filed a certification as required by subdivision 

(a)(1)(D). 

(d) The certification form filed by a commercial risk policyholder pursuant to 
subdivision (a)(1)(D) shall be confidential and not subject to title 10, chapter 7, 
part 5. 

(e) Any application or policy issued to an exempt commercial risk policy- 
holder must contain a disclaimer in language the same as or substantially 
similar to the following: 

The rate provided for in this policy and all forms utilized are exempt 

from the filing requirements of Tenn. Code Ann. § 56-5-106. 


History. substituted “must” for “shall” in the first sen- 

Acts 2012, ch. 878, § 1; T.C.A. § 56-5-322; tence and deleted the former last sentence 
Acts 2018, ch. 996, §§ 4, 5. which read: “The forms which make up this 
YR opele meron policy contract are exempt from the filing re- 


The 2018 amendment substituted “of at least © dvements of Tenn. Code Ann. § 56-5-306.” 
ae age tie aakent i 200 Ra an Effective Dates. 
CO ee eu) ed eer a Acta 018 ch 96,8 6. May 21, 2018, 
lars ($250,000)” in (a)(1)(D)(iv), and, in (e), Cus , Cc ,§ ay 21, 


CHAPTER 6 
AGENTS, SOLICITORS AND ADMINISTRATORS 


Part 1. Tennessee Insurance Producer Licensing Act of 2002 


Section 

56-6-102. Part definitions. 

56-6-105. Application for examination. 
56-6-110. Limited lines producers. 
56-6-113. Commissions. 

56-6-125. Unfair trade practices. 


Part 5. Managing General Agents Act 
56-6-502. Part definitions. 


PART 1 


TENNESSEE INSURANCE PRODUCER LICENSING ACT 
OF 2002 


56-6-102. Part definitions. 


As used in this part, unless the context otherwise requires: 
(1) “Business entity” means a corporation, association, partnership, lim- 
ited liability company, limited liability partnership, or other legal entity; 
(2) “Commissioner” means the commissioner of commerce and insurance; 
(3) “Crop insurance” means insurance providing protection against dam- 
age to crops from unfavorable weather conditions, fire or lightning, flood, 
hail, insect infestation, disease, or other yield-reducing conditions or perils 
provided by the private insurance market, or that is subsidized by the 
Federal Crop Insurance Corporation, including multi-peril crop insurance; 
(4) “Department” means the department of commerce and insurance; 
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(5) “Home state” means any state or territory of the United States and the 
District of Columbia in which an insurance producer maintains a principal 
place of residence or principal place of business and is licensed to act as an 
insurance producer; 

(6) “Insurance” means any of the lines of authority in § 56-2-201; 

(7) “Insurance producer” means a person required to be licensed under 
the laws of this state to sell, solicit or negotiate insurance; 

(8) “Insurer” means any insurance company authorized to transact insur- 
ance business in this state; 

(9) “License” means a document issued by this state’s commissioner 
authorizing a person to act as an insurance producer for the lines of 
authority specified in the document. The license itself does not create any 
authority, actual, apparent or inherent, in the holder to represent or commit 
an insurance carrier; 

(10) “Limited line credit insurance” includes credit life, credit disability, 
credit property, credit unemployment, involuntary unemployment, mortgage 
life, mortgage guaranty, mortgage disability, guaranteed automobile protec- 
tion (gap) insurance, and any other form of insurance offered in connection 
with an extension of credit that is limited to partially or wholly extinguish- 
ing that credit obligation that the commissioner determines should be 
designated a form of limited line credit insurance; 

(11) “Limited line credit insurance producer” means a person who sells, 
solicits or negotiates one or more forms of limited line credit insurance 
coverage to individuals through a master, corporate, group or individual 
policy; 

(12) “Limited lines insurance” means those lines of insurance defined in 
§ 56-6-110 or any other line of insurance that the commissioner deems 
necessary to recognize for the purposes of complying with § 56-6-108(e); 

(13) “Limited lines producer” means a person authorized by the commis- 
sioner to sell, solicit or negotiate limited lines insurance; 

(14) “NAIC” means the National Association of Insurance Commissioners; 

(15) “Negotiate” means the act of conferring directly with or offering 
advice directly to a purchaser or prospective purchaser of a particular 
contract of insurance concerning any of the substantive benefits, terms or 
conditions of the contract; provided, that the person engaged in that act 
either sells insurance or obtains insurance from insurers for purchasers; 

(16) “Person” means an individual or a business entity; 

(17) “Sell” means to exchange a contract of insurance by any means, for 
money or its equivalent, on behalf of an insurance company; 

(18) “Solicit” means attempting to sell insurance or asking or urging a 
person to apply for a particular kind of insurance from a particular company; 

(19) “Surplus lines producer” means a person authorized by the commis- 
sioner to sell, solicit or negotiate surplus lines insurance pursuant to the 
Surplus Lines Insurance Act, compiled in chapter 14 of this title. The person 
shall have the same authority given to a surplus lines agent licensed under 
the Surplus Lines Insurance Act; 

(20) “Terminate” means the cancellation of the relationship between an 
insurance producer and the insurer or the termination of a producer’s 
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authority to transact insurance; 

(21) “Uniform application” means the current version of the NAIC uni- 
form application for resident and nonresident producer licensing; and 

(22) “Uniform business entity application” means the current version of 
the NAIC uniform business entity application for resident and nonresident 
business entities. 


History. Effective Dates. 
Acts 2002, ch. 798, § 3; 2019, ch. 354, § 1. Acts 2019, ch. 354, § 3. May 10, 2019. 
Amendments. 


The 2019 amendment added the definition of 
“crop insurance”. 


56-6-105. Application for examination. 


(a) A resident individual applying for an insurance producer license shall 
pass a written examination unless exempt pursuant to § 56-6-109. The 
examination shall test the knowledge of the individual concerning the lines of 
authority for which application is made, the duties and responsibilities of an 
insurance producer and the insurance laws and regulations of this state. Each 
individual wishing to take the state insurance examination shall first complete 
either an on-site or on-line preparation program approved by the commission. 
A person seeking an insurance producer license shall also meet the following 
prelicensing requirements: 

(1) All applicants for an insurance producer license, unless otherwise 
exempted by law, are required to register and complete either an on-line or 
classroom study program approved by the commissioner; 

(2) Applicants for a license shall be at least eighteen (18) years of age or 
older; and 

(3) All other requirements for an insurance license shall be developed and 
conducted under rules and regulations prescribed by the commissioner. 

(b) The commissioner may make arrangements, including contracting with 
an outside testing service, for administering examinations and collecting the 
nonrefundable examination fee. 

(c) An individual who fails to appear for the examination as scheduled or 
fails to pass the examination, shall reapply for an examination and remit all 
required fees and forms before being rescheduled for another examination. 

(d)(1) An individual who fails to pass the examination on the first attempt 

must wait at least ten (10) calendar days before reapplying to take the 

examination a second time. 

(2) An individual who fails to pass the examination on the second 
attempt, or any subsequent attempt, must wait at least thirty (30) calendar 
days before reapplying to take the examination another time. 


History. Effective Dates. 
Acts 2002, ch. 798, § 6; 2007, ch. 228, § 1; Acts 2018, ch. 639, § 2. April 2, 2018. 
2018, ch. 639, § 1. 


Amendments. 
The 2018 amendment added (d). 


56-6-110 


56-6-110. Limited lines producers. 


INSURANCE 66 


An individual who has met the requirements of § 56-6-106 shall be entitled 
to a limited lines producer license without examination in one (1) or more of the 


following limited lines: 
(1) Travel insurance; 


(2) Credit life, credit accident and health insurance, or involuntary 


unemployment credit insurance; 


(3) Mortgage guaranty insurance; 


(4) Personal property insurance sold to a debtor under a master group 


policy issued to a creditor; 
(5) Crop insurance; 


(6) Title insurance; provided, that the limited lines producer is an 
attorney, duly licensed in this state, who acts as a title insurance agent as an 
ancillary part of the attorney’s practice of law; 

(7) Any other lines that the commissioner finds by rule are essential for 
the transaction of business in this state and do not require the professional 
competency demanded by an insurance producer’s license; 

(8) Portable electronics insurance; or 


(9) Self-service storage insurance. 


History. 

Acts 2002, ch. 798;.§ Il; 2005, ch. 58, $d; 
2006, ch. 689, § 2; 2011, ch. 312, § 9; 2013, ch. 
293, § 9; 2015, ch. 460, § 1; 2019, ch. 354, § 2. 


Amendments. 
The 2019 amendment substituted “Crop in- 
surance” for “Crop hail insurance” in (5). 


Effective Dates. 
Acts 2019, ch. 354, § 3. May 10, 2019. 


56-6-112. License denial, nonrenewal, suspension or revocation. 


NOTES TO DECISIONS 


ANALYSIS 


1, Substantial Evidence. 
at Sanctions. 


1. Substantial Evidence. 

There was substantial and material evidence 
to support the findings as to the agent’s viola- 
tions of T.C.A. § 56-6-112(a)(4), (5), (7), (8), 
given that the agent provided the insured with 
certificates of insurance for two policies that 
had already been cancelled based on the agent’s 
nonpayment of the premiums and the agent 
continued to mislead the insured even after 
being confronted. Cunningham v. Tenn. DOC, 
Ins. Div., — 8.W.3d —, 2017 Tenn. App. LEXIS 
606 (Tenn. Crim. App. May 11, 2017). 


2. Sanctions. 

Each of the agent’s six statutory violations 
could result in revocation of his insurance pro- 
ducer’s license and/or the levy of a civil penalty 
under T.C.A. §§ 56-2-305, 56-6-112(a); the com- 
missioner imposed an $18,000 penalty and re- 
vocation of the agent’s license, and the statute 
clearly allows the commissioner to impose such 
a penalty when there have been numerous 
willful violations of the statute, as in this case. 
Cunningham v. Tenn. DOC, Ins. Div., — S.W.3d 
—, 2017 Tenn. App. LEXIS 606 (Tenn. Crim. 
App. May 11, 2017). 
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56-6-113. Commissions. 


(a) An insurer or insurance producer shall not pay a commission, service fee, 
brokerage fee or other valuable consideration to a person for selling, soliciting 
or negotiating insurance in this state if that person is required to be licensed 
under this part and is not so licensed. 

(b) A person shall not accept a commission, service fee, brokerage or other 
valuable consideration for selling, soliciting or negotiating insurance in this 
state if that person is required to be licensed under this part and is not so 
licensed. 

(c) Renewal or other deferred commissions may be paid to a person for 
selling, soliciting or negotiating insurance in this state if the person was 
required to be licensed under this part at the time of the sale, solicitation or 
negotiation and was so licensed at that time. 

(d) An insurer or insurance producer may pay or assign commissions, 
service fees, brokerages or other valuable consideration to an insurance agency 
or to persons who do not sell, solicit or negotiate insurance in this state, unless 
the payment would violate § 56-8-104(5) or (8). 

(e) An unlicensed person may make a referral to a licensed insurance 
producer if the person does not discuss the specific insurance policy terms and 
conditions. Except as prohibited by federal law, the unlicensed person may be 
compensated for the referral. However, an unlicensed person who is neither 
employed by nor affiliated with the licensed insurance producer may be 
compensated only if the compensation is a fixed dollar amount, not to exceed 
twenty-five dollars ($25.00) or such lesser amount as the commissioner may 
establish by rule, for each referral. In either event, the referral compensation 
must not depend on whether the referred customer purchases an insurance 
product from the licensed insurance producer. 


History. person” for “; provided, that the person” in the 
Acts 2002, ch. 798, § 14; 2008, ch. 1192,§ 6; first sentence, deleted the former second sen- 
2019,:ch. 165, $1; tence which read: “An unlicensed person who is 
either employed by or affiliated with the insur- 

Amendments. ance producer may be compensated only if the 


The 2019 amendment, in (e), substituted compensation is a fixed nominal dollar 
‘licensed iaeurace prouuceraior licensed pro) oo te ond cahatituted: “mist not depend” 
ducer” throughout, divided the former first sen- 4, “shall not depend” in the last sentence. 
tence into the present first and second sen- 
tences by substituting “referral. However, an” Effective Dates. 
for “referral; however, an”, substituted “if the Acts 2019, ch. 165, § 2. April 18, 2019. 


56-6-115 INSURANCE 68 


56-6-115. Appointments. 


2 aes 


2. 


property insurance policy was found to be ap- 
plicable, the insurer was estopped from deny- 


NOTES TO DECISIONS 


ANALYSIS ing theft coverage because the insurer and its 

agents waived the clause by affirming to the 

Particular Acts of Agent. insured when the policy was negotiated that 
—Representations. there was theft coverage on the insured prop- 
erty. Johnson & Assocs., LLC v. Hanover Ins. 

Particular Acts of Agent. Grp., Inc., 572 S.W.3d 636, 2018 Tenn. App. 


LEXIS 487 (Tenn. Ct. App. July 27, 2018), 


prunee iatan arin al appeal denied, Johnson & Assocs., LLC v. Ha- 
Vera the vacancy Clause An a COMMmOercal (5 over Ink Grp., Inc., — S.W.3d —, 2018 Tenn. 


LEXIS 776 (Tenn. Dec. 5, 2018). 


56-6-125. Unfair trade practices. 


(a) It is an unfair trade practice for an insurance producer to: 
(1) Hold the insurance producer out, directly or indirectly, to the public as 
a financial planner, investment adviser, consultant, financial counselor, risk 
manager or any other specialist engaged in the business of giving financial 
planning, risk management or advice relating to investments, insurance, 
real estate, tax matters or trust and estate matters when the person is in fact 
engaged only in the sale of insurance policies. This subdivision (a)(1) does 
not preclude persons who hold some form of formal recognized financial 
planning, risk management or consultant certification or designation from 
using this certification or designation when they are only selling insurance; 
(2) Engage in the business of financial planning without disclosing to the 
client prior to the execution of the agreement provided for in subdivision 
(a)(3), or solicitation of the sale of a product or service, that: 
(A) The person is also an insurance salesperson; and 
(B) That a commission for the sale of an insurance product will be 
received in addition to a fee for financial planning, if such is the case. The 
disclosure requirement under this subsection (a) may be met by including 
it in any disclosure required by federal or state securities law; or 
(3) Charge fees for the sale, solicitation or negotiation of insurance not 
authorized by a written agreement with an insurer, and, where applicable, 
incorporated in the insurer’s rate filing. An insurance producer may charge 
fees for services not connected with the sale, solicitation and negotiation of 
insurance by the insurance producer if the fees are based upon a qualified 
written agreement, signed by the party to be charged in advance of the 
performance of the services under the agreement. A copy of the qualifying 
agreement must be provided to the party to be charged at the time the 
agreement is signed by the party. The agreement shall be considered as 
qualifying if it includes: 
(A) The services for which the fee is to be charged; 
(B) The amount of the fee to be charged or how it will be determined or 
calculated; and 
(C) A disclosure stating that the client is under no obligation to 
purchase any insurance product through the insurance producer or 
consultant. The insurance producer shall retain a copy of the agreement 
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for not less than three (3) years after completion of services, and a copy 
shall be available to the commissioner upon request. 

(b) Notwithstanding subsection (a) or this title, an insurance producer may 
charge fees for services relating to an individual’s purchase of an individual 
major medical policy as defined in § 56-12-204(c)(3)(C) [See Compiler’s Note], 
where the insurer is not paying commission to the insurance producer, if the 
fees are based upon a qualified written agreement signed by the party to be 
charged in advance of the performance of the services under the agreement. An 
agreement under this subsection (b) is qualified if it meets the requirements 
contained in subdivisions (a)(3)(A)-(C). 

(c) Except as otherwise provided in subsections (a) and (b), this section does 
not permit persons to charge an additional fee for services that are associated 
with the sale, solicitation, negotiation, or servicing of insurance policies. 


History. read: “Notwithstanding subsection (a), nothing 
Acts 2002, ch. 798, § 26; 2008, ch. 1192, § 8; in this section shall be construed as permitting 
2017, ch. 7, §§ 1, 2. persons to charge an additional fee for services 


Compiler’s Notes. that are customarily associated with the sale, 


Section 56-12-204(c)(3)(C), referred to in sub- solicitation, negotiation or servicing of insur- 
section (b), was deleted by Acts 2019, ch.5,§ 3. ance policies.”; and added (c). 


Amendments. Effective Dates. 
The 2017 amendment rewrote (b), which Acts 2017, ch. 7, § 3. March 22, 2017. 
PART 5 


MANAGING GENERAL AGENTS ACT 


56-6-502. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Actuary” means a person who is a member in good standing of the 
American Academy of Actuaries; 

(2) “Insurer” means any person, firm, association or corporation duly 
licensed in this state as an insurance company pursuant to § 56-2-102; 

(3)(A) “Managing general agent” or “MGA” means any person who: 

(i) Manages all or part of the insurance business of an insurer, 
including the management of a separate division, department, or 
underwriting office; and 

(ii) Acts as an agent for such insurer, whether known as a MGA, 
manager, or other similar term, and who, with or without the authority, 
either separately or together with affiliates, produces, directly or indi- 
rectly, and underwrites an amount of gross direct written premium 
equal to or more than five percent (5%) of the policyholder surplus in any 
one (1) quarter or year, as reported in the last annual statement of the 
insurer, and, related to the business produced, either: 

(a) Adjusts or pays claims in excess of ten thousand dollars 

($10,000) per claim; or 

(b) Negotiates reinsurance on behalf of the insurer; 
(B) Notwithstanding subdivision (3)(A), the following persons shall not 
be considered as MGAs for the purposes of this part: 


56-6-502 


INSURANCE 70 


(i) An employee of the insurer; 
(ii) A United States manager of the United States branch of an alien 


insurer; 


(iii) An underwriting manager that, pursuant to contract, manages 


all the insurance operations of the insurer, is under common control 
with the insurer, subject to the Insurance Holding Company System Act 
of 1986, compiled in chapter 11 of this title, and whose compensation is 
not based on the volume of premiums written; and 

(iv) The attorney-in-fact authorized by and acting for the subscribers 
of a reciprocal insurer or inter-insurance exchange under powers of 


attorney; and 


(4) “Underwrite” means the authority to accept or reject risk on behalf of 


the insurer. 


History. 
Acts 1991, ch. 142, § 7; 1992, ch. 768, § 1; 
2018, ch. 873, § 10. 


Amendments. 

The 2018 amendment rewrote (A) in the 
definition of “‘Managing general agent’ or 
‘MGA” which read: “(A) ‘Managing general 
agent’ (MGA) means any person, firm, associa- 
tion or corporation that negotiates and binds 
ceding reinsurance contracts on behalf of an 
insurer or manages all or part of the insurance 
business of an insurer, including the manage- 
ment of a separate division, department or 
underwriting office, and acts as an agent for the 
insurer, whether known as an MGA, manager 
or other similar term, who, with or without the 


authority, either separately or together with 
affiliates, produces, directly or indirectly, and 
underwrites an amount of gross direct written 
premium equal to or more than five percent 
(5%) of the total policyholder surplus as re- 
ported in the last annual statement of the 
insurer in any one (1) quarter or year, together 
with one (1) or more of the following: 

“(j) Adjusts or pays claims in excess of an 
amount determined by rule by the commis- 
sioner; or 

“(ii) Negotiates reinsurance on behalf of the 
insurer;”. 


Effective Dates. 
Acts 2018, ch. 873, § 18. May 3, 2018. 


CHAPTER 7 
POLICIES AND POLICYHOLDERS 


Part 1. General Provisions 


Section 
56-7-102. 


Policies to contain entire contract — Exceptions — Construed as Tennessee contracts — 


Rules of construction — Duty to defend — Determination of obligations — 


Assignment. 


56-7-114. 
56-7-120. 


56-7-601. 
56-7-602. 
56-7-603. 
56-7-604. 


56-7-605. 
56-7-606. 
56-7-607. 
56-7-608. 
56-7-609. 
56-7-610. 


Certificates of insurance. 
Assignment of benefits to health care provider. 


Part 6. Tennessee Right to Shop Act 


Short title. 

Part definitions. 

Shopping and decision support program. 

Interactive member portal or toll-free phone number for estimate of out-of-pocket 
estimates. 

Order for comparable healthcare service upon request. 

Report on examples of shared savings incentive programs. 

Promulgation of rules. 

Applicability of part. 

Annual total value of incentives. 

Study on cost savings due to incentive programs for shopping for healthcare services at 
lower costs. 








ch 


Section 


56-7-1002. 
56-7-1003. 
56-7-1006. 
56-7-1007. 


56-7-1011. 
56-7-1012. 


56-7-1013. 


56-7-1120. 


56-7-1202. 


56-7-1501. 


56-7-2207. 


56-7-2304. 
56-7-2326. 
56-7-2327. 
56-7-2360. 


56-7-2607. 


56-7-2802. 
56-7-2810. 


56-7-2901. 
56-7-2902. 
56-7-2903. 


56-7-2904. 
56-7-2905. 
56-7-2906. 


56-7-2907. 
56-7-2908. 


56-7-2909. 
56-7-2910. 
56-7-2911. 


56-7-2912. 
56-7-2913. 
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Part 10. Health and Accident Insurance 


Telehealth services. 

Provider-based telemedicine. 

Prohibition against denial of reimbursement to or discrimination against physician 
based on maintenance of certification or licensure. 

Market conduct examination of health insurance carrier for compliance with coverage 
requirements for mental health or alcoholism or drug dependency services. 

Remote patient monitoring services. 

Reimbursement for healthcare services provided during telehealth encounter. [Re- 
pealed effective April 1, 2022.] 

Access to health carriers’ payment policies — Rules — Fee Schedules. 


Part 11. General Provisions — Auto Insurance 
Insurance coverage for car sharing programs. 
Part 12. Uninsured Motor Vehicle Coverage 
“Uninsured motor vehicle” defined — Coverage of government vehicles. 
Part 15. Medicare Supplement Policies 
Definitions. 
Part 22. Tennessee Small Employer Group Health Coverage Reform Act 


Health benefit plans — Preexisting conditions — Late enrollees — Premiums — 
Transfers — Place of business — Filings — Documentation. 


Part 23. Mandated Insurer or Plan Coverage 


Continuation of coverage on group contracts. 

Coverage for prescription eye drops — Refills. 

Coverage of proton therapy. [Expires effective January 1, 2023.] 
Coverage for mental health, alcoholism, or drug dependency services. 


Part 26. Mandated Offerings of Coverage 
Coverage for transplantation. 
Part 28. Health Insurance Portability, Availability and Renewability Act 


Part definitions. 
Guaranteed renewability of coverage for individuals. 


Part 29. Access Tennessee Act of 2006 [Effective until June 30, 2025] 


Short title. [Effective until June 30, 2025. See the Compiler’s Notes.] 

Part definitions. [Effective until June 30, 2025. See the Compiler’s Notes.] 

Creation of Access Tennessee health insurance program — Board of directors — 
Advisory committee — Funding plan and plan of operation — Promulgation of 
rules — Errors and omissions by commissioner or board members. [Effective until 
June 30, 2025. See the Compiler’s Notes.] 

Powers and authority. [Effective until June 30, 2025. See the Compiler’s Notes.] 

Annual report. [Effective until June 30, 2025. See the Compiler’s Notes.] 

Additional powers and duties — Rules. [Effective until June 30, 2025. See the 
Compiler’s Notes.] 

Audit. [Effective until June 30, 2025. See the Compiler’s Notes.] 

Eligibility for program — Unfair practices. [Effective until June 30, 2025. See the 
Compiler’s Notes.] 

Administration of the program. [Effective until June 30, 2025. See the Compiler’s 
Notes. ] 

Offering of coverage options — Exclusion of charges and expenses — Availability of 
third party payment — Recovery of ineligible benefits paid. [Effective until June 
30, 2025. See the Compiler’s Notes.] 

Funding. [Effective until June 30, 2025. See the Compiler’s Notes.] 

Fraud and abuse. [Effective until June 30, 2025. See the Compiler’s Notes.] 

Federal funding. [Effective until June 30, 2025. See the Compiler’s Notes.] 
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Section 
56-7-2914. 
56-7-2916. 


56-7-3103. 
56-7-3113. 
56-7-3114. 


56-7-3115. 
56-7-3116. 
56-7-3117. 
56-7-3118. 


56-7-3119. 
56-7-3120. 


56-7-3201. 
56-7-3205. 
56-7-3206. 


56-7-3207. 
56-7-3208. 


56-7-3302. 


56-7-3402. 
56-7-3404. 


56-7-3406. 


INSURANCE 72 


Legislative review. [Effective until June 30, 2025. See the Compiler’s Notes.] 
Repealer. [Effective until June 30, 2025. See the Compiler’s Notes.] 


Part 31. Pharmacy Benefits Managers 


Audit of records of pharmacist or pharmacy. 

Licensure as pharmacy benefits manager. 

Right to provide information regarding amount of insured’s cost share of prescription 
drug. 

Prohibited charges. 

Prohibited terms or conditions in contracts. 

Disclosure of material changes to contract provisions. 

Mutual agreement on terms and conditions for provision of pharmacy services — Use 
of untrue, deceptive, or misleading advertisement, etc. prohibited — Effect of 
removal of pharmacist or pharmacy — Pattern or practice of reimbursing pharma- 
cies or pharmacists lesser amount prohibited. 

Dealings with 340B entities — Discrimination against 340B entity prohibited. 

Penalty for obtaining prescription drugs from contracted pharmacy prohibited — 
Interference with patient’s right to choose contracted pharmacy or contracted 
provider of choice prohibited. 


Part 32. Pharmacy Benefits 


Part definitions. 

Calculation of enrollee’s contribution to applicable cost sharing requirement. 
Calculation of coinsurance or deductible for prescription drug or device based on 
allowed amount of drug or device — Prohibited charges and reimbursements. 

Report of benefit percentage. 
Request for cost, benefit, and coverage data. [Effective on January 1, 2022.] 


Part 33. Contracts with Health Care Providers 
Clear identification of material changes to provider manual. 
Part 34. Unclaimed Life Insurance Benefits Act 


Construction with Uniform Unclaimed Property Act. 

Semiannual comparison of in-force policies, annuities, and account owners against 
death master file — Applicability of requirement — Actions by insurer upon 
learning of possible death — Disclosure of information to persons assisting in 
location of beneficiaries — Disposition of benefits. 

Remittance of proceeds of unclaimed policy, annuity or retained asset account to state. 


PART 1 
GENERAL PROVISIONS 


56-7-102. Policies to contain entire contract — Exceptions — Con- 


strued as Tennessee contracts — Rules of construction — 
Duty to defend — Determination of obligations — Assign- 
ment. 


(a) Every policy of insurance, issued to or for the benefit of any citizen or 


resident of this state on or after July 1, 1907, by any insurance company or 
association doing business in this state, except fraternal beneficiary associa- 
tions and mutual insurance companies or associations operating on the 
assessment plan, or policies of industrial insurance, shall contain the entire 
contract of insurance between the parties to the contract, and every contract so 
issued shall be held as made in this state and construed solely according to the 
laws of this state. 
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(b) A policy of insurance is a contract and the rules of construction used to 
interpret a policy of insurance are the same as any other contract. 

(c) A policy of insurance must be interpreted fairly and reasonably, giving 
the language of the policy of insurance its ordinary meaning. 

(d) A policy of insurance must be construed reasonably and logically as a 
whole. 

(e) An insurance company’s duty to defend depends solely on the allegations 
contained in the underlying complaint describing acts or events covered by the 
policy of insurance. This subsection (e) does not impose a duty to defend on an 
insurance company that has no duty to defend pursuant to this title or that has 
an express exclusion of the duty to defend in the policy of insurance. 

(f) An insurance company may determine its obligations under a policy of 
insurance as to any and all parties or claimants through a declaratory 
judgment action, an interpleader claim or action, or both. The filing of such 
action or claim creates a rebuttable presumption the insurance company is 
acting in good faith when making a determination of its obligations under a 
policy of insurance. 

(g) Except as provided in § 56-7-120, the rights, duties, or benefits provided 
by a policy of insurance issued under this title may be assigned only as 
expressly provided by the terms of the policy of insurance or as otherwise 
expressly allowed by the insurer. 


Amendments. 
The 2018 amendment added (b)-(e). 
The 2019 amendment added (f). 
The 2021 amendment added (g). 


Effective Dates. 
Acts 2018, ch. 588, § 2. March 22, 2018. 
Acts 2019, ch. 121, § 2. April 9, 2019. 
Acts 2021, ch. 67, § 2. March 29, 2021. 


History. 

Acts 1907, ch. 441, § 1; Shan., § 3275a1; 
mod. Code 1932, § 6086; T.C.A. (orig. ed.), 
§ 56-1102; Acts 2018, ch. 588, § 1; 2019, ch. 
121, § 1; 2021):ch. 67, § 1. 


Compilers Notes. 

For the Preamble to the act concerning the 
assignability of benefits only under certain poli- 
cies of insurance that provide coverage for 
health care, please see Acts 2021, ch. 67. 


56-7-103. Misrepresentation or warranty will not void policy — Excep- 


tions. 
NOTES TO DECISIONS 

ANALYSIS or prevented the policy attaching, and (2) policy 
changes occurring after the application which 
4. Construction. added and deleted insureds did not render 
6. “Misrepresentation” Defined. those misrepresentations immaterial, as the 
12. —Materiality of Statement. policy was void from the policy’s inception, so 
13. —-—Examples. changes due to renewals and changes of in- 


16. —Increase of Risk. 


4, Construction. 

When an insured made misrepresentations 
on an insurance application, an insurer was 
entitled to summary judgment in a coverage 
dispute because (1) the misrepresentations in- 
creased the insurer’s risk and voided the policy 


sureds were of no effect, as the renewals in- 
tended to continue the original policy, not form 
a new contract. Dutton v. Tenn. Farmers Mut. 
Ins. Co., 577 S.W.3d 222, 2018 Tenn. App. 
LEXIS 355 (Tenn. Ct. App. June 25, 2018), 
appeal denied, Dutton v. Tenn. Farmers Mut. 
Ins. Co., — S.W.3d —, 2018 Tenn. LEXIS 702 
(Tenn. Nov. 15, 2018). 
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6. “Misrepresentation” Defined. 
12. —Materiality of Statement. 


13. —-—Examples. 

Insurer was entitled to summary judgment 
on insureds’ claim for insurance benefits be- 
cause material misrepresentations made by the 
insureds on their application for property own- 
er’s insurance, with regard to one of the in- 
sured’s pending legal action and indictment on 
felony and drug related charges, increased the 
risk of loss, thereby, causing the insurance 
policy to be void. Freeze v. Tenn. Farmers Mut. 
Ins. Co., 5272 5sWe3a) 2aty) 2017 kenns App, 
LEXIS 205 (Tenn. Ct. App. Mar. 28, 2017), 
appeal denied, Freeze v. Tenn. Farmers Mut. 
Ins. Co., — S.W.3d —, 2017 Tenn. LEXIS 497 
(Tenn. Aug. 16, 2017). 


16. —Increase of Risk. 

Beneficiary’s misrepresentations on the in- 
sured’s health statement, which was made part 
of the policy, increased the insurer’s risk of loss 
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so it was entitled to rescission of the policy. Five 
days prior to delivery of the policy, decedent 
consulted a physician, had an illness, and was 
prescribed medications, facts which were not 
included in Part B of the insurance application, 
and therefore were required to be disclosed in 
the health statement. Am. Gen. Life Ins. Co. v. 
Underwood, — F. Supp. 2d —, 2015 U.S. Dist. 
LEXIS 2311 (E.D. Tenn. Jan. 9, 2015). 

Insurer was entitled to summary judgment 
on insureds’ claim for insurance benefits be- 
cause material misrepresentations made by the 
insureds on their application for property own- 
er’s insurance, with regard to one of the in- 
sured’s pending legal action and indictment on 
felony and drug related charges, increased the 
risk of loss, thereby, causing the insurance 
policy to be void. Freeze v. Tenn. Farmers Mut. 
Ins. Co.,°527 °S:W.3d 227; 2017 ‘Tenn: ‘App: 
LEXIS 205 (Tenn. Ct. App. Mar. 28, 2017), 
appeal denied, Freeze v. Tenn. Farmers Mut. 
Ins. Co., — S.W.3d —, 2017 Tenn. LEXIS 497 
(Tenn. Aug. 16, 2017). 


56-7-105. Additional liability upon insurers and bonding companies 
for bad-faith failure to pay promptly. 


NOTES TO DECISIONS 


ANALYSIS 
6. Nonexclusivity of Remedies. 
10. ‘Tort of Bad Faith. 


14,.. Suits. 

19. —Required Showing of Bad Faith. 
20. —Grounds for Refusal to Pay. 

31. —lIncrease of Risk. 


6. Nonexclusivity of Remedies. 

District court properly refused to dismiss 
insured’s punitive damages claim for breach of 
contract because law in Tennessee provided 
that statutory remedy for bad faith was not 
exclusive extracontractual remedy for insurer’s 
bad faith refusal to pay on policy. Lindenberg v. 
Jackson Nat’l Life Ins. Co., 912 F.3d 348, 2018 
FED App. 280P, 2018 U.S. App. LEXIS 36097 
(6th Cir. Dec. 21, 2018), cert. denied, 205 L. Ed. 
2d 385, 140 S. Ct. 624, — U.S. —, 2019 U.S. 
LEXIS 7399 (U.S. Dec. 9, 2019), cert. denied, 
Tennessee v. Lindenberg, 205 L. Ed. 2d 385, 140 
S. Ct. 6385, — U.S. —, 2019 U.S. LEXIS 7511 
(U.S. Dec. 9, 2019). 


10. Tort of Bad Faith. 

Given the circumstances and conditions sur- 
rounding the fire, there were valid reasons for 
the loss to be questioned, and the results of the 
investigation supported defendant’s honest and 
good faith belief that plaintiff was somehow 
involved in setting the fire; the evidence was 
insufficient to support a finding of bad faith 


regarding defendant’s handling of plaintiffs 


- claim and the trial court erred in submitting 


the issue of bad faith to the jury. Lance v. 
Owner’s Ins. Co., — S.W.3d —, 2016 Tenn. App. 
LEXIS 369 (Tenn. Ct. App. May 25, 2016), 
appeal denied, Lance v. Owners Ins. Co., — 
S.W.3d —, 2016 Tenn. LEXIS 762 (Tenn. Oct. 
20, 2016). 


14. Suits. 

Where plaintiff insured sued defendant in- 
surer for breach of contract and bad faith, 
defendant’s motion to bifurcate punitive dam- 
ages issues at trial was granted as it was 
unopposed and bifurcation would minimize the 
potential prejudice to defendant. Northend In- 
vestors, LLC v. Southern Trust lin. Co., — F. 
Supp. 2d —, 2017 U.S. Dist. LEXIS 88638 (W.D. 
Tenn. June 9, 2017). 


19. —Required Showing of Bad Faith. 
Insurer’s policy was triggered at the time of 
the insured’s demand, and while it appeared 
the insurer’s reluctance to extend coverage 
arose from a genuine disagreement regarding 
coverage and the insurer was not obviously 
operating under conscious indifference to the 
claim, the fact that the insurer was unable to 
make a determination within the statutorily 
provided 60-day window was sufficient to make 
a prima facie showing of bad faith capable of 
overcoming summary judgment. Am. Guar. & 
Liab. Ins. Co. v. Norfolk S. Ry. Co., — F. Supp. 























75 POLICIES AND POLICYHOLDERS 


2d —, 2017 U.S. Dist. LEXIS 178808 (E.D. 
Tenn. Oct. 6, 2017). 

Imposition of the statutory bad faith penalty 
was appropriate because the insurer’s refusal 
to pay for the loss of an insured mobile home in 
a fire was not in good faith in that the insurer 
did not have substantial legal grounds support- 
ing its position that the mobile home owner 
materially misrepresented the number of mort- 
gages on the mobile home, as only one mort- 
gage encumbered the insured property, and the 
insurer compounded the problem by failing to 
process the claim in a diligent manner. Burge v. 
Farmers Mut. of Tenn., — S.W.3d —, 2017 
Tenn. App. LEXIS 235 (Tenn. Ct. App. Apr. 13, 
2017). 


20. —Grounds for Refusal to Pay. 
Defendant’s motion for judgment as matter of 
law on plaintiffs statutory bad faith claim was 
properly denied because its refusal to pay had 
no apparent basis under law. Lindenberg v. 
Jackson Nat'l Life Ins. Co., 912 F.3d 348, 2018 
FED App. 280P, 2018 U.S. App. LEXIS 36097 
(6th Cir. Dec. 21, 2018), cert. denied, 205 L. Ed. 
2d 385, 140 S. Ct. 624, — U.S. —, 2019 U.S. 
LEXIS 7399 (U.S. Dec. 9, 2019), cert. denied, 
Tennessee v. Lindenberg, 205 L. Ed. 2d 385, 140 
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S. Ct. 635, — U.S. —, 2019 U.S. LEXIS 7511 
(U.S. Dec. 9, 2019). 


31. —TIncrease of Risk. 

Insurers are not given carte blanche to void a 
policy upon the establishment of a misrepre- 
sentation; assuming it is not accompanied by 
an actual intent to deceive, the matter repre- 
sented must increase the risk of loss. Conley v. 
Tenn. Farmers Ins. Co., — S.W.3d —, 2018 
Tenn. App. LEXIS 428 (Tenn. Ct. App. July 24, 
2018), appeal denied, Conley v. Tenn. Farmers 
Ins. Co., — S.W.3d —, 2018 Tenn. LEXIS 701 
(Tenn. Nov. 16, 2018). 

Trial court properly granted an insurer sum- 
mary judgment because the record revealed no 
genuine issue as to whether an insured’s appli- 
cation misrepresented the fact that she previ- 
ously had a property in foreclosure; not accu- 
rately answering the insurer’s question 
concerning prior foreclosures increased the risk 
of loss because the insurer was denied informa- 
tion that it, in good faith, sought and deemed 
necessary to an honest appraisal of insurability. 
Conley v. Tenn. Farmers Ins. Co., — S.W.3d —, 
2018 Tenn. App. LEXIS 428 (Tenn. Ct. App. 
July 24, 2018), appeal denied, Conley v. Tenn. 
Farmers Ins. Co., — S.W.3d —, 2018 Tenn. 
LEXIS 701 (Tenn. Nov. 16, 2018). 


56-7-110. Part definitions — Correction of payment errors — Retroac- 
tive denial of reimbursements. 


NOTES TO DECISIONS 


1. Time Limitations. 

T.C.A. § 56-7-110(b) did not entitle an in- 
surer to summary judgment against a provider 
as to payment mistakes as time-barred because 
the statute was not a statute of limitations. 


56-7-114. Certificates of insurance. 


(a) For purposes of this section: 


HCA Health Servs. of Tenn. v. BlueCross 
BlueShield of Tenn., Inc., — S.W.38d —, 2016 
Tenn. App. LEXIS 407 (Tenn. Ct. App. June 9, 
2016). 


(1) “Casualty insurance” has the same meaning as defined in § 56-2-201; 


(2) “Certificate of insurance”: 


(A) Means a document or instrument prepared or issued by an insurer 
or insurance producer as evidence of property or casualty insurance 


coverage; and 


(B) Does not include a policy of insurance, insurance binder, policy 
endorsement, or automobile insurance identification or information card; 
(3) “Governmental entity” means any political subdivision of this state, 
including, but not limited to, any incorporated city or town, metropolitan 
government, county, utility district, or school district; 

(4) “Insurance producer” means a person licensed to sell, solicit, or 
negotiate property or casualty insurance under the laws of this state; 

(5) “Insurer” means a person duly licensed to transact a property or 
casualty insurance business in this state; 
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(6) “Person” means any individual, partnership, corporation, association, 
or other legal entity, including any governmental entity; and 

(7) “Property insurance” has the same meaning as defined in § 56-2-201. 
(b) Acertificate of insurance is not a policy of insurance and does not amend, 

extend, or alter the coverage afforded by the policy to which the certificate of 
insurance refers. A certificate of insurance does not confer any rights beyond 
what the referenced policy of insurance expressly provides. 

(c) A person shall not: 

(1) Prepare, issue, request, or require the issuance of a certificate of 
insurance that contains any false or misleading information concerning the 
policy of insurance referenced in the certificate of insurance; 

(2) Prepare, issue, request, or require the issuance of a certificate of 
insurance that purports to alter, amend, or extend the coverage provided by 
the policy of insurance referenced in the certificate of insurance; or 

(3) Alter or modify a certificate of insurance after issuance. 

(d) Acertificate of insurance must not warrant that the policy of insurance 
referenced in the certificate of insurance complies with the insurance or 
indemnification requirements of a contract. The inclusion of a contract number 
or description within a certificate of insurance does not warrant that the policy 
of insurance referenced in the certificate of insurance complies with the 
insurance or indemnification requirements of a contract. 

(e) An insurer must provide a person with notice of a cancellation, nonre- 
newal, material change, or any similar notice concerning a policy of insurance 
only if the person has a right to the notice under the terms of the policy of 
insurance, an endorsement to the policy, or state law. The policy of insurance, 
an endorsement to a policy of insurance, and state law govern the terms and 
conditions of any notice under this subsection (e), including the required 
timing of the notice. 

(f) This section applies to all certificates of insurance issued in connection 
with property insurance or casualty insurance risks located in this state, 
regardless of where the policyholder, insurer, insurance producer, or person 
requesting or requiring the issuance of a certificate of insurance is located. 

(g) A certificate of insurance, or any other document or correspondence 
relative to a certificate of insurance, prepared, issued, requested, or required in 
violation of this section is void. 

(h) The commissioner, in accordance with § 56-6-120, may examine and 
investigate the activities of any person that the commissioner reasonably 
believes engaged in, or is currently engaging in, an act or practice prohibited 
by this section. 

(i) Ifa person intentionally violates this section, then the commissioner may 
take any of the following actions: 

(1) Issue an order requiring the person to cease and desist from the 
actions constituting the violation; and 

(2) Assess a civil penalty of not more than one thousand dollars ($1,000) 
per violation. 

(j) This section does not limit the authority of the commissioner to investi- 
gate conduct, enforce compliance, or issue penalties under this title. 
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(k) The commissioner may promulgate rules pursuant to the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5, to carry out this 


section. 


History. 
Acts 2020, ch. 608, § 1. 


Compiler’s Notes. 

Former §§ 56-7-113 and 56-7-114, concern- 
ing forfeiture and lapse restrictions and con- 
tinuance of coverage, were transferred to 
§§ 56-7-2303 and 56-7-2304 by Acts 1992, ch. 
984, § 1, effective upon the 1994 replacement 
of this volume. See the parallel reference table 


Acts 2020, ch. 608, 2 provided that the act, 
which enacted this section, applies to certifi- 
cates of insurance executed, amended, or re- 
newed on or after July 1, 2020. 


Effective Dates. 

Acts 2020, ch. 608, § 2. July 1, 2020; pro- 
vided that for the purpose promulgating rules, 
the act took effect March 20, 2020. 











following § 56-7-2301. 


56-7-120. Assignment of benefits to health care provider. 


(a) Notwithstanding any law to the contrary, if a policy of insurance issued 
in this state provides for coverage of health care rendered by a healthcare 
provider covered under title 63, the insured or other persons entitled to 
benefits under the policy are entitled to assign their benefits to the healthcare 
provider and such rights must be stated clearly in the policy. Notice of the 
assignment must be in writing to the insurer in order to be effective unless 
otherwise stated in the policy. 

(b) As used in this section: 

(1) “Emergency medical services” means the services used in responding 
to the perceived individual need for immediate medical care in order to 
prevent loss of life or aggravation of physiological or psychological illness or 
injury; 

(2) “Health insurance coverage”: 

(A) Means benefits consisting of medical care, provided directly, 
through insurance or reimbursement, or otherwise and including items 
and services paid for as medical care, under any policy, certificate, or 
agreement offered by a health insurance entity; and 

(B) Does not include policies or certificates covering only accident, 
credit, disability income, long-term care, hospital indemnity, medicare 
supplement as defined in 42 U.S.C. § 1395ss(g)(1), specified disease, other 
limited benefit health insurance, automobile medical payment insurance, 
or insurance under which benefits are payable with or without regard to 
fault and that are statutorily required to be contained in any liability 
insurance policy or equivalent self-insurance; 

(3) “Healthcare facility” means a hospital as defined in § 68-11-201, or an 
ambulatory surgical treatment center as defined in § 68-11-201; 

(4) “Healthcare provider” means any doctor of medicine, osteopathy, 
dentistry, chiropractic, podiatry, or optometry; a pharmacist or pharmacy; a 
hospital; a home health agency; an entity providing infusion therapy 
services; or an entity providing medical equipment services; 

(5) “Insured” means any person who has health insurance coverage as 
defined in § 56-7-109 through a health insurance entity as defined in 
§ 56-7-109; and 
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(6) “Stabilized” means, with respect to an emergency medical condition, 
that no material deterioration of the condition is likely, within a reasonable 
medical probability, to result from or occur during transfer of the individual 
from a facility. 

(c)(1) For purposes of this subsection (c): 
(A) “In-network healthcare facility” means a healthcare facility that has 

a current contract provider agreement with the insured’s insurer; and 

(B) “Out-of-network facility-based physician” means a physician: 

(i) To whom a participating healthcare facility has granted clinical 
privileges; 

(ii) Who provides services to patients of the participating healthcare 
facility pursuant to those clinical privileges; and 

(iii) Who does not have a current contract or provider agreement with 
the insured’s insurer. 

(2) An insured’s assignment of benefits, pursuant to subsection (a), may 
be disregarded by an insurer if: 

(A) The assignment of benefits is to an out-of-network facility-based 
physician; and 
(B) The following conditions are not satisfied: 

(i) The healthcare facility provides written notice to the insured, or 
the insured’s personal representative, that includes the following: 

(a) A statement that the out-of-network facility-based physician 
may not have a current contract provider agreement with the in- 
sured’s insurer; 

(b) Astatement that the insured agrees to receive medical services 
by an out-of-network healthcare provider and will receive a bill for one 
hundred percent (100%) of billed charges for the amount unpaid by 
the insured’s insurer; 

(c) The estimated amount of copay, deductible, or coinsurance, or 
range of estimates that the facility will charge the insured for 
scheduled items or services provided by the facility in accordance with 
the insured’s health benefit coverage for the items and services or as 
estimated by the insurance company on its website for its insured or 
through the available information to the facility at the time of prior 
authorization; and 

(d) A listing of anesthesiologists, radiologists, emergency room 
physicians, and pathologists or the groups of such healthcare provid- 
ers with which the facility has contracted, including the healthcare 
provider or group name, phone number, and website; 

(ii) The insured or the insured’s personal representative signs the 
written notice, acknowledging agreement to receive medical services by 
an out-of-network provider or should the insured or insured’s personal 
representative refuse to sign the written notice, the healthcare facility 
documents in the patient’s medical record that it provided the notice and 
that the patient refused to sign the notice; and 

(iii) The written notice includes the following statement: 

The physicians and other healthcare providers that may 
treat the patient at this facility may not be employed by this 
facility and may not participate in the patient’s insurance 
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network. 

Anesthesiologists, radiologists, emergency room physicians, 
and pathologists are not employed by this facility. Services 
provided by those specialists, among others, will be billed 
separately. 

Before receiving services, the patient should check with his 
or her insurance carrier to find out if the patient’s providers 
are in-network. Otherwise, the patient may be at risk of higher 
out-of-network charges. 

(d)(1) The written notice required by subdivision (c)(2)(B) must be provided 
to the insured, or the insured’s personal representative, prior to when the 
insured first receives services from the out-of-network facility-based physi- 
cian. If the insured is receiving medical services through a hospital emer- 
gency department or is incapacitated or unconscious at the time of receiving 
services, the written notice is not required until the insured is stabilized. 
(2) The failure of the healthcare facility to provide the notice required by 
subdivision (c)(2)(B) does not give rise to any right of indemnification or 
private cause of action against the healthcare facility by an out-of-network 
facility-based physician for an insurer’s disregard of an insured’s assign- 
ment of benefits unless: 
(A) The healthcare facility’s failure to provide the written notice is due 
to willful or wanton misconduct of an agent of the healthcare facility; and 
(B) The out-of-network facility-based physician provides the insured a 
billing statement that: 

(i) Contains an itemized listing of the services and supplies provided 
along with the dates when the services and supplies were provided; 

(ii) Contains a conspicuous, plain language explanation that: 

(a) The out-of-network facility-based physician does not have a 
current contract provider agreement with the insured’s insurer; and 

(6) The insurer has paid a rate, as determined by the insurer, that 
is below the out-of-network facility-based physician’s billed amount; 
(iii) Contains a telephone number to call to discuss the billing 

statement; provide an explanation of any acronyms, abbreviations, and 
numbers used on the statement; or discuss any payment issues; 

(iv) Contains a statement that the insured may call the telephone 
number described in subdivision (d)(2)(B)(@1i) to discuss alternative 
payment arrangements; 

_(v) For billing statements that total an amount greater than two 
hundred dollars ($200), over any applicable copayments, coinsurance, or 
deductibles, states, in plain language, that if the insured finalizes a 
payment plan agreement within forty-five (45) days of receiving the first 
billing statement and substantially complies with the agreement, the 
out-of-network facility-based physician shall not furnish adverse infor- 
mation to a consumer reporting agency regarding an amount owed by 
the insured. For purposes of this subdivision (d)(2)(B)(v), a patient is 
considered out of substantial compliance with the payment plan agree- 
ment if the payments are not made in compliance with the agreement 
for a period of forty-five (45) days; and 
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(vi) Contains a telephone number for the department and a clear and 
concise statement that the insured may call the department to complain 
about any out-of-network charges. 

(3) Nothing in this subsection (d) applies to accident-only, specified 
disease, hospital indemnity, medicare supplement, long-term care, or other 
limited benefit hospital insurance policies. 

(e) An in-network healthcare facility does not need to provide an insured 
with the notice required in subdivision (c)(2) if the healthcare facility employs 
all facility-based physicians or requires all facility-based physicians to partici- 
pate in all of the insurance networks in which the healthcare facility is a 
participating provider or if the healthcare facility contractually prohibits all 
facility-based physicians from balance billing patients in excess of the cost 
sharing amount required in accordance with the insured’s health benefits 
coverage for the items and services provided. 

(f) This section does not prohibit a policy of insurance from providing 
reimbursement to an insured for expenses the insured incurred when the 
insured remitted payment directly to a healthcare provider or healthcare 


facility for provided covered healthcare services. 


History. 

Acts 1992, ch. 918, § 1; 1993, ch. 111, § 1; 
1997, ch. 248, § 1; 2009, ch. 365, § 1; 2010, ch. 
1027, §§: 1, 2; 2011, ch. 6, § 1::2018. ch, 840, 
§ 1.; 2019, ch. 62,§ 1; 2019, ch. 239, § 1; 2021, 
ch. 260, § 1. 


Compiler’s Notes. 

Acts 2018, ch. 840, § 3 provided that the act, 
which enacted this section, shall apply to ser- 
vices rendered on or July 1, 2018. 

Acts 2019, ch. 239, § 3 provided that the act 
shall apply to services rendered on or af- 
ter April 30, 2019. 

Acts 2021, ch. 260, § 2 provided that the act, 
which amended this section, applies to plans 
entered into, issued, amended, or renewed on or 
after July 1, 2021. 


Amendments. 

The 2018 amendment rewrote the section 
which read: “(a)(1) Notwithstanding any law, 
rule, or regulation to the contrary, whenever 
any policy of insurance issued in this state 
provides for coverage of health care rendered by 
a provider covered under title 63, the insured or 
other persons entitled to benefits under the 
policy shall be entitled to assign these benefits 
to the healthcare provider and such rights must 
be stated clearly in the policy. Notice of the 
assignment must be in writing to the insurer in 
order to be effective; provided, however, such 
notice can be provided by other means if it is so 
stated in the policy. 

“(2) If a property and casualty insurance 
policy includes a specified medical expense ben- 
efit payable without regard to fault, but does 
not permit assignment of the benefit, the in- 
surer must establish a process that, when re- 


quested by the insured, the insurer shall dis- 
burse funds in the names of the insured and the 
health care provider as joint payees. Disburse- 
ment shall be subject to terms and conditions 
under the issued insurance policy. 

“(b) As used in this section, “health care 
provider” means a doctor of medicine, osteopa- 


thy, dentistry, chiropractic, podiatry or optom- 


etry, a pharmacist or pharmacy, a hospital, 
home health agency, an entity providing infu- 
sion therapy services or an entity providing 
medical equipment services. 

“(c)(1) For purposes of this subsection (c): 

“(A) “Participating healthcare facility” means 
a healthcare facility that has a current contract 
provider agreement with the insured’s insurer; 
and 

“(B) “Nonparticipating facility-based physi- 
cian” means a physician: 

“(i) To whom a participating healthcare facil- 
ity has granted clinical privileges; 

“(ii) Who provides services to patients of the 
participating healthcare facility pursuant to 
those clinical privileges; and 

“(iii) Who does not have a current contract 
provider agreement with the insured’s insurer. 

“(2) An insured’s assignment of benefits, pur- 
suant to subsection (a), may be disregarded by 
an insurer if: 

“(A) The assignment of benefits is to a non- 
participating facility-based physician; and 

“(B) All of the following conditions are not 
satisfied: 

“(i) (a) The healthcare facility provides writ- 
ten notice to the insured that informs the 
insured that: 

“(1) The nonparticipating facility-based phy- 
Sicilian may not have a current contract provider 
agreement with the insured’s insurer; and 
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“(2) The insured may receive a bill for medi- 
cal services from the nonparticipating facility- 
based physician for the amount unpaid by the 
insured’s insurer; 

“(6) The notice required by subdivision 
(c)(2)(B)G)(a) shall be provided to the insured, 
or the insured’s personal representative, prior 
to when the insured first receives services from 
the nonparticipating facility-based physician. 
In circumstances where the insured is receiving 
medical services through a hospital emergency 
department or is incapacitated or unconscious 
at the time of receiving such services, the notice 
will not be required. The failure of the health- 
care facility to provide the notice required by 
subdivision (c)(2)(B)(i)(a) shall not give rise to 
any right of indemnification or private cause of 
action against the healthcare facility by any 
nonparticipating facility-based physician for an 
insurer’s disregard of an insured’s assignment 
of benefits unless the healthcare facility’s fail- 
ure to provide such notice is due to willful or 
wanton misconduct of an agent of the health- 
care facility; and 

“(i) The nonparticipating facility-based phy- 
sician provides the insured a billing statement 
that: 

“(a) Contains an itemized listing of the ser- 
vices and supplies provided along with the 
dates when the services and supplies were 
provided; 

“(6) Contains a conspicuous, plain language 
explanation that: 

“(1) The nonparticipating facility-based phy- 
sician does not have a current contract provider 
agreement with the insured’s insurer; and 

“(2) The insurer has paid a rate, as deter- 
mined by the insurer, that is below the nonpar- 
ticipating facility-based physician’s billed 
amount; 

“(c) Contains a telephone number to call to 
discuss the billing statement, provide an expla- 
nation of any acronyms, abbreviations, and 
numbers used on the statement, or discuss any 
payment issues; 

“(d) Contains a statement that the insured 
may call to discuss alternative payment ar- 
rangements; and 

“e) For billing statements that total an 
amount greater than two hundred dollars 
($200), over any applicable copayments, coin- 
surance or deductibles, states, in plain lan- 
guage, that if the insured finalizes a payment 
plan agreement within forty-five (45) days of 
receiving the first billing statement and sub- 
stantially complies with the agreement, the 
nonparticipating facility-based physician shall 
not furnish adverse information to a consumer 
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reporting agency regarding an amount owed by 
the insured. For purposes of this subdivision 
(c)(2)(B)Gi)(e), a patient shall be considered out 
of substantial compliance with the payment 
plan agreement if the payments are not made 
in compliance with the agreement for a period 
of forty-five (45) days. 

“(3) Nothing in this subsection (c) shall apply 
to accident-only, specified disease, hospital in- 
demnity, Medicare supplement, long-term care 
or other limited benefit hospital insurance poli- 
cies.” 

The 2019 amendment by ch. 62, deleted 
(a)(2), which read: “If a property and casualty 
insurance policy includes a specified medical 
expense benefit payable without regard to 
fault, but does not permit assignment of the 
benefit, the insurer must establish a process 
that, when requested by the insured, the in- 
surer must disburse funds in the names of the 
insured and the healthcare provider as joint 
payees. Disbursement is subject to the terms 
and conditions under the issued policy.” 

The 2019 amendment by ch. 239, in (b), 
substituted “§ 68-11-201” for “title 68, chapter 
11, part 2” in the definition of “healthcare 
facility”, substituted the present definition of 
“insured” for the former definition of “‘insured’ 
or ‘covered person’” which read: “‘Insured’ or 
‘covered person’ means a person on whose be- 
half a health insurance entity offering health 
insurance coverage is obligated to pay benefits 
or provide services; and”, and rewrote the defi- 
nition of “stabilized” which read: “‘Stabilized’ 
means the insured is no longer in need of 
emergency medical services.”; substituted 
“means a healthcare facility that” for “means a 
hospital or ambulatory treatment surgical cen- 
ter licensed under title 68, chapter 11, part 2 
that” in (c)(1)(A); rewrote (c)(2)(B)(i)(c) which 
read: “(c) The estimated amount that the facil- 
ity will charge the insured for items and ser- 
vices provided by the facility in accordance with 
the insured’s health benefits coverage for the 
items and services; and”; substituted “health- 
care providers” for “physicians” and substituted 
“healthcare provider” for “physician” in 
(c)(2)(B)G\(d); rewrote (c)(2)(B)Gi) which read: 
“The insured signs the written notice, acknowl- 
edging agreement to receive medical services 
by an out-of-network provider; and”; inserted 
“healthcare” in (c)(2)(B)(iii); and added (e). 

The 2021 amendment added (f). 


Effective Dates. 
Acts 2018, ch. 840, § 3. July 1, 2018. 
Acts 2019, ch. 62, § 2. March 28, 2019. 
Acts 2019, ch. 239, § 3. April 30, 2019. 
Acts 2021, ch. 260, § 2. July 1, 2021. 
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56-7-135. Rebuttable presumption. 
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NOTES TO DECISIONS 


ANALYSIS 


Ly In General. 
Bt Application of Presumption. 


1. In General. 

This section is procedural in nature and 
applies retrospectively. Harris v. Nationwide 
Mut. Fire Ins. Co., — F. Supp. 2d —, 2015 U.S. 
Dist. LEXIS 22080 (M.D. Tenn. Feb. 20, 2015), 
affd, Harris v. Nationwide Mut. Fire Ins. Co., 
832 F.3d 593, 2016 FED App. 187P (6th Cir.), 
2016 U.S. App. LEXIS 14501 (6th Cir. Tenn. 
2016). 

Misrepresentation or a mistake made by an 
insurance adjuster in authorizing a cleaning 
service’s work was not covered by statute. If 
such insurance adjuster, acting as an agent on 
behalf of the insurance company, made a mis- 
take by authorizing work on the insured’s prop- 
erty when the policy did not provide coverage 
for the work, the agent’s actions could have 
bound the company and estopped the company 
from denying financial responsibility for the 
work authorized by the company’s agent and 
performed pursuant to that authorization. 
Clark v. Tenn. Farmers Mut. Ins. Co., —S.W.3d 
—, 2020 Tenn. App. LEXIS 174 (Tenn. Ct. App. 
Apr. 17, 2020). 


2. Application of Presumption. 

Plaintiffs accepted the terms of their flood 
policy and its declaration pages because they 
failed to rebut the presumption that, by paying 
their insurance premiums prior to the flood, 
they accepted the coverage reflected in the 
declaration pages, including the lack of con- 
tents coverage. Harris v. Nationwide Mut. Fire 


Ins. Co., — F. Supp. 2d —, 2015 U.S. Dist. 
LEXIS 22080 (M.D. Tenn. Feb. 20, 2015), affd, 
Harris v. Nationwide Mut. Fire Ins. Co., 832 
F.3d 5938, 2016 FED App. 187P (6th Cir.), 2016 
U.S. App. LEXIS 14501 (6th Cir. Tenn. 2016). 

In the insureds’ action against their insur- 
ance agent, summary judgment was improp- 
erly granted to the insurance agent and the 
insurance agency because the rebuttable pre- 
sumption in this statute that the insureds 
accepted the provided coverage by paying their 
insurance premiums applied only to actions 
between the parties to an insurance contract, 
which included the insurance carrier and the 
insured parties, but the insurance agent ob- 
taining the insurance policy for the insured was 
not a party to the insurance contract; thus, the 
rebuttable presumption created by this statute 
did not apply to actions brought against the 
insurance agent who failed to procure insur- 
ance coverage as directed by the insured. 
Parveen v. ACG South Ins. Agency, LLC, — 
S.W.3d —, 2019 Tenn. App. LEXIS 538 (Tenn. 
Ct. App. Nov. 5, 2019), rev'd, Parveen v. Acg 
South Ins. Agency, LLC, — S.W.3d —, 2020 
Tenn. LEXIS 587 (Tenn. Dec. 4, 2020). 

Insurance agent and an insurance agency 
were entitled to summary judgment when the 
insureds alleged that the insurance agent neg- 
ligently failed to procure excess uninsured mo- 
torist coverage in accordance with the insureds’ 
instructions because the insureds failed to re- 
but the statutory presumption that they ac- 
cepted a personal umbrella policy without ex- 
cess uninsured motorist coverage by paying the 
premiums for the policy. Parveen v. Acg South 
Ins. Agency, LLC, — S.W.38d —, 2020 Tenn. 
LEXIS 587 (Tenn. Dec. 4, 2020). 


PART 2 
GENERAL PROVISIONS — LIFE INSURANCE 


56-7-201. Life insurance payable to surviving spouse and children — 
Effect of proceeds being payable to estate. 


NOTES TO DECISIONS 


3. Exemption from Debts of Husband. 
T.C.A. 8§ 56-7-201, 56-7-203 only exempt life 

insurance proceeds from the claims of the de- 

cedent’s individual creditors and do not exempt 


the proceeds from the claims of any joint debts 
held by the decedent and the beneficiary. In re 
McDaniel, — B.R. —, 2017 Bankr. LEXIS 1285 
(Bankr. W.D. Tenn. May 10, 2017). 





83 POLICIES AND POLICYHOLDERS 


56-7-602 


56-7-203. Life insurance or annuity for or assigned to spouse or 
children or dependent relatives exempt from claims of 


creditors. 


NOTES TO DECISIONS 


7. Exemption from Creditors. 

Language of T.C.A. § 56-7-203 clearly states 
that it exempts life insurance proceeds “from 
all claims of the creditors of the” named in- 
sured; it does not extend the exemption to any 


joint debts of the decedent and the beneficiary. 
Had the legislature intended such a result, it 
could have provided for that in the statute. In 
re McDaniel, — B.R. —, 2017 Bankr. LEXIS 
1285 (Bankr. W.D. Tenn. May 10, 2017). 


PART 6 
TENNESSEE RIGHT TO SHOP ACT 


56-7-601. Short title. 


This part shall be known and may be cited as the “Tennessee Right to Shop 


Actes 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, 8§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


56-7-602. Part definitions. 
As used in this part: 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


(1) “Allowed amount” means the contractually agreed upon payment 
amount between a carrier and a healthcare entity participating in the 
carrier's network, excluding any member deductible, co-pay, or other 


obligation; 


(2) “Commissioner” means the commissioner of commerce and insurance; 
(3) “Comparable healthcare service” includes, but is not limited to: 

(A) Physical and occupational therapy services; 

(B) Radiology and imaging services; 


(C) Laboratory services; and 
(D) Infusion therapy; 


(4) “Department” means the department of commerce and insurance; 
(5) “Health plan” means health insurance coverage as defined in 


§ 56-7-109; 
(6) “Healthcare entity” means: 


(A) Any healthcare facility licensed under title 33 or 68; and 
(B) Any healthcare provider licensed under title 63 or 68; 
(7) “Insurance carrier” or “carrier” means a health insurance entity as 


defined in § 56-7-109; and 
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(8) “Shopping and decision support program” means the program estab- 
lished by a carrier pursuant to this part. 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, §§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


56-7-603. Shopping and decision support program. 


(a)(1) Beginning upon approval of the next health insurance rate filing on or 
after January 1, 2021, a carrier offering a health plan in this state shall 
implement a shopping and decision support program that provides shopping 
capabilities and decision support services for enrollees in a health plan. 
Beginning on January 1, 2021, a carrier may provide incentives for enrollees 
in a health plan who elect to receive a comparable healthcare service from a 
network provider that is covered by the health plan and that is paid less 
than the average allowed amount paid by that carrier to network providers 
for that comparable healthcare service before and after an enrollee’s out-of- 
pocket limit has been met. 

(2) Incentives, effective January 1, 2021, may be calculated as a percent- 
age of the difference between the amount actually paid by the carrier for a 
given comparable healthcare service and the average allowed amount for 
that service. Incentives may be provided as a cash payment to the enrollee, 
a credit toward the enrollee’s annual in-network deductible and out-of- 
pocket limit, or a credit or reduction of a premium, a copayment, cost 
sharing, or a deductible. 

(3) The shopping and decision support program may provide each enrollee 
with at least fifty percent (50%) of the carrier’s saved costs for each 
comparable healthcare service. However, the shopping and decision support 
program may exclude incentive payments, credits, or reductions for services 
where the savings to the carrier is fifty dollars ($50.00) or less. 

(4) The average allowed amount must be based on the actual allowed 
amounts paid to network providers under the enrollee’s health plan within 
a reasonable timeframe, not to exceed one (1) year. 

(5) Annually, at enrollment or renewal, a carrier shall provide, at a 
minimum, notice to enrollees of the right to obtain information described in 
subdivision (a)(4) and the process for obtaining the information, and a 
description of how to earn any incentives. A carrier shall provide this notice 
on the carrier’s website and in health plan materials provided to enrollees. 
(b) An insurance carrier shall make the shopping and decision support 


program available as a component of all health plans offered by the carrier in 


this state. 


(c) Prior to offering the shopping and decision support program to any 
enrollee, a carrier shall file a description of the shopping and decision support 
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program established by the carrier pursuant to this section with the depart- 
ment. The insurance carrier has discretion as to the appropriate format for 
providing the information required and may customize the format in order to 
provide the most relevant information necessary to permit the department to 
determine compliance. The department may review the filing made by the 
carrier to determine if the carrier’s shopping and decision support program 
complies with this section. 
(d)(1) Beginning January 1, 2022, a carrier shall annually file with the 
department for the most recent calendar year the total number of compa- 
rable healthcare service incentive payments made pursuant to this section, 
the use of comparable healthcare services by category of service for which 
comparable healthcare service incentive payments were made, the total 
incentive payments made to enrollees, the average amount of incentive 
payments made by service for the transactions, and the total number and 
percentage of a carrier’s enrollees that participated in the transactions. 

(2) Beginning in 2022 and by April 1 of each year thereafter, the 
commissioner shall submit an aggregate report for all carriers filing the 
information required by this subsection (d) to the commerce and labor 
committee of the senate and the insurance committee of the house of 
representatives. The commissioner may set reasonable limits on the annual 
reporting requirements on carriers to focus on the more popular comparable 
healthcare services. 


History. shall apply to all health plans entered into or 





Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, §§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 


renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


56-7-604. Interactive member portal or toll-free phone number for 
estimate of out-of-pocket estimates. 


(a)(1) Except as provided in subdivision (a)(2), beginning upon approval of 
the next health insurance rate filing on or after January 1, 2020, a carrier 
offering a health plan in this state shall comply with this section. 

(2) On and after December 1, 2020, a carrier offering a health plan in this 

state shall make available the interactive member portal described in 
subsection (b), and may make available the toll-free phone number described 
in subsection (b). 
(b)(1) A carrier shall make available an interactive member portal or a 
toll-free phone number that enables an enrollee to request and obtain from 
the carrier information on out-of-pocket costs to the enrollee for the compa- 
rable healthcare services or on the average payments made by the carrier to 
network entities or providers for comparable healthcare services, as well as 
quality data for those providers, to the extent available. 
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(2) The member portal or toll-free phone number must allow an enrollee 
seeking information about the cost of a particular healthcare service to 
estimate out-of-pocket costs applicable to that enrollee and compare the 
average allowed amount paid to a network provider for the procedure or 
service under the enrollee’s health plan within a reasonable timeframe not 
to exceed one (1) year. 

(3) The out-of-pocket estimate must provide a good faith estimate based 
on the information provided by the enrollee or the enrollee’s provider of the 
amount the enrollee will be responsible to pay out-of-pocket for a proposed 
non-emergency procedure or service that is determined by the carrier to be 
a medically necessary covered benefit from a carrier’s network provider, 
including any copayment, deductible, coinsurance, or other out-of-pocket 
amount for any covered benefit, based on the information available to the 
carrier at the time the request is made, and subject to further medical 
necessity review by the carrier. A carrier may contract with a third-party 
vendor to comply with this subsection (b). 

(4) Acarrier shall provide the information described in this subsection (b) 
by the carrier’s member portal or toll-free phone number even if the enrollee 
requesting the information has exceeded the enrollee’s deductible or out-of- 
pocket costs according to the enrollee’s health plan. Existing transparency 
mechanisms or programs that estimate out-of-pocket costs for enrollees still 
within their deductible qualify under this section as long as those mecha- 
nisms or programs continue to disclose the estimated average allowed 
amount even after an enrollee has exceeded the enrollee’s deductible as well 
as any estimated out-of-pocket cost. 

(c) Nothing in this section prohibits a carrier from imposing cost-sharing 
requirements disclosed in the enrollee’s policy, contract, or certificate of 
coverage for unforeseen healthcare services that arise out of the non-emer- 
gency procedure or service or for a procedure or service provided to an enrollee 
that was not included in the original estimate. 

(d) A carrier shall notify an enrollee that the provided costs are estimated 
costs, and that the actual amount the enrollee will be responsible to pay may 
vary due to unforeseen services that arise out of the proposed non-emergency 
procedure or service. 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, §§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


56-7-605. Order for comparable healthcare service upon request. 


At the request of a patient, a healthcare provider licensed under title 63 or 
68 shall provide a copy of an order for a comparable healthcare service within 
two (2) business days of the request. 
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History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, 8§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 


56-7-608 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 














of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


56-7-606. Report on examples of shared savings incentive programs. 


The state insurance committee, created by § 8-27-201, shall publish a report 
no later than January 1, 2020, on examples of shared savings incentive 
programs that directly incentivize current enrollees and retirees to shop for 
lower cost care in other states and consider implementation of such a program 
in this state. The state insurance committee may implement such a program as 
part of the next open enrollment period if it is believed to be cost effective. The 
state insurance committee shall share the report in writing to the government 





operations committees in both the senate and house of representatives. 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, 8§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


56-7-607. Promulgation of rules. 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


The commissioner is authorized to promulgate rules as necessary to imple- 
ment this part. The rules must be promulgated in accordance with the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, §§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


56-7-608. Applicability of part. 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


Except for § 56-7-3506, and notwithstanding § 56-7-1005, this part does not 


apply to: 


(1) Any managed care organization contracting with the state to provide 
insurance through the TennCare program or the CoverKids program; or 


56-7-609 


INSURANCE 88 


(2) Any plan described in Section 1251 of the federal Patient Protection 
and Affordable Care Act (42 U.S.C. § 18011) and Section 2301 of the federal 
Health Care and Education Reconciliation Act. 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, §§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


56-7-609. Annual total value of incentives. 


Notwithstanding this part, the total value of incentives offered to any one (1) 
enrollee must not exceed five hundred ninety-nine dollars ($599) in any year. 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, §§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 
Acts 2019, ch. 407, § 2 provided that the act 


shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 

Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
rules, the act took effect May 21, 2019. 


56-7-610. Study on cost savings due to incentive programs for shop- 
ping for healthcare services at lower costs. 


(a) The Tennessee advisory commission on intergovernmental relations 
(TACIR) is directed to perform a study of any cost savings realized by enrollees 
with health plans, including private health plans and state funded health 
plans, in states that have adopted legislation or programs that require carriers 
offering health plans in those states to offer incentive programs to enrollees for 
shopping for healthcare services at lower costs, commonly referred to as “Right 
to Shop” legislation or programs. The study shall include, at a minimum, an 
examination of savings realized by such programs in Maine, New Hampshire, 
Florida, Arizona, and Kentucky. 

(b) All appropriate state departments and agencies shall provide assistance 
to TACIR. 

(c) TACIR shall report its findings to the general assembly no later than 
December 2020. 


History. 
Acts 2019, ch. 407, § 1. 


Code Commission Notes. Acts 2019, ch. 407, 
§ 1 enacted a new part 35, §§ 56-7-3501 — 
56-7-3510, but the part has been redesignated 
as part 6, §§ 56-7-601 — 56-7-610, by authority 
of the Code Commission. 


Compiler’s Notes. 

Acts 2019, ch. 407, § 2 provided that the act 
shall apply to all health plans entered into or 
renewed on or after January 1, 2020. 


Effective Dates. 
Acts 2019, ch. 407, § 2. January 1, 2020; 
provided that for the purpose of promulgating 
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: rules, the act took effect May 21, 2019. 


PART 10 
HEALTH AND ACCIDENT INSURANCE 


56-7-1002. Telehealth services. 


(a) As used in this section: 

(1) “Health insurance entity” has the same meaning as defined in § 56- 
7-109 and includes managed care organizations participating in the medical 
assistance program under title 71, chapter 5; 

(2) “Healthcare services” has the same meaning as defined in 
§ 56-61-102; 

(3) “Healthcare services provider” means an individual acting within the 
scope of a valid license issued pursuant to title 63 or any state-contracted 
crisis service provider employed by a facility licensed under title 33; 

(4) “Originating site” means the location where a patient is located 
pursuant to subdivision (a)(7)(A) and that originates a telehealth service to 
another qualified site; 

(5) “Qualified site” means the office of a healthcare services provider, a 
hospital licensed under title 68, a facility recognized as a rural health clinic 
under federal Medicare regulations, a federally qualified health center, any 
facility licensed under title 33, or any other location deemed acceptable by 
the health insurance entity; 

(6) “Store-and-forward telemedicine services”: 

(A) Means the use of asynchronous computer-based communications 
between a patient and healthcare services provider at a distant site for the 
purpose of diagnostic and therapeutic assistance in the care of patients; 
and 

(B) Includes the transferring of medical data from one (1) site to 
another through the use of a camera or similar device that records or 
stores an image that is sent or forwarded via telecommunication to 
another site for consultation; 

(7) “Telehealth”: 

(A) Means the use of real-time, interactive audio, video telecommuni- 
cations or electronic technology, or store-and-forward telemedicine ser- 
vices by a healthcare services provider to deliver healthcare services to a 
patient within the scope of practice of the healthcare services provider 
when: 

(i) Such provider is at a qualified site other than the site where the 
patient is located; and 

(ii) The patient is at a qualified site, at a school clinic staffed by a 
healthcare services provider and equipped to engage in the telecommu- 
nications described in this section, or at a public elementary or second- 
ary school staffed by a healthcare services provider and equipped to 
engage in the telecommunications described in this section; and 

(B) Does not include: 
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(i) An audio-only conversation; 
(ii) An electronic mail message; or 
(iii) A facsimile transmission; and 

(8) “Telehealth provider” means a healthcare services provider engaged in 
the delivery of healthcare services through telehealth. 

(b) Healthcare services provided through a telehealth encounter shall 
comply with state licensure requirements promulgated by the appropriate 
licensure boards. Telehealth providers shall be held to the same standard of 
care as healthcare services providers providing the same healthcare service 
through in-person encounters. | 

(c) A telehealth provider who seeks to contract with or who has contracted 
with a health insurance entity to participate in the health insurance entity’s 
network shall be subject to the same requirements and contractual terms as a 
healthcare services provider in the health insurance entity’s network. 

(d) Subject to subsection (c), a health insurance entity: 

(1) Shall provide coverage under a health insurance policy or contract for 
covered healthcare services delivered through telehealth; 

(2) Shall reimburse a healthcare services provider for the diagnosis, 
consultation, and treatment of an insured patient for a healthcare service 
covered under a health insurance policy or contract that is provided through 
telehealth without any distinction or consideration of the geographic loca- 
tion or any federal, state, or local designation, or classification of the 
geographic area where the patient is located; 

(3) Shall not exclude from coverage a healthcare service solely because it 
is provided through telehealth and is not provided through an in-person 
encounter between a healthcare services provider and a patient; and 

(4) Shall reimburse healthcare services providers who are out-of-network 
for telehealth care services under the same reimbursement policies appli- 
cable to other out-of-network healthcare services providers. 

(e) A health insurance entity shall provide coverage for healthcare services 
provided during a telehealth encounter in a manner that is consistent with 
what the health insurance policy or contract provides for in-person encounters 
for the same service, and shall reimburse for healthcare services provided 
during a telehealth encounter without distinction or consideration of the 
geographic location, or any federal, state, or local designation or classification 
of the geographic area where the patient is located. 

(f) [Deleted by 2020 (2nd Ex. Sess.) amendment.] 

(g) Any provisions not stipulated by this section shall be governed by the 
terms and conditions of the health insurance contract. 

(h) Telehealth is subject to utilization review under the Health Care Service 
Utilization Review Act, compiled in chapter 6, part 7 of this title. 

(i)(1) This section does not apply to accident-only, specified disease, hospital 

indemnity, plans described in § 1251 of the Patient Protection and Afford- 

able Care Act, Public Law 111-148, as amended and § 2301 of the Health 

Care and Education Reconciliation Act of 2010, Public Law 111-152, as 

amended (both in 42 U.S.C. § 18011), plans governed by the Employee 

Retirement Income Security Act of 1974 (ERISA) (29 U.S.C. § 1001 et seq.), 

medicare supplement, disability income, long-term care, or other limited 





91 POLICIES AND POLICYHOLDERS 56-7-1002 


benefit hospital insurance policies. 

(2) This section does apply to the basic health plans authorized under title 
8, chapter 27, parts 1, 2, 3, and 7. 

(j) A health insurance entity shall reimburse an originating site hosting a 
patient as part of a telehealth encounter an originating site fee in accordance 
with the federal centers for medicare and medicaid services telehealth services 
rule 42 C.F.R.§ 410.78 and at an amount established prior to August 20, 2020, 
by the federal centers for medicare and medicaid services. 

(k)(1) This section does not require a health insurance entity to provide 

coverage for healthcare services that are not medically necessary, unless the 

terms and conditions of an applicable health insurance policy provide that 
coverage. 

(2) As used in subdivision (k)(1): 

(A) For a healthcare service for which coverage or reimbursement is 
provided under the Medical Assistance Act of 1968, compiled in title 71, 
chapter 5, part 1, or provided under title 71, chapter 3, part 11, “medically 
necessary” means a healthcare service that is determined by the bureau of 
TennCare to satisfy the medical necessity standard set forth in 71-5-144; 
and 

(B) For all other healthcare services, “medically necessary” means 
healthcare services that a healthcare services provider, exercising prudent 
clinical judgment, would provide to a patient for the purpose of preventing, 
evaluating, diagnosing, or treating an illness, injury, or disease or the 
symptoms of an illness, injury, or disease, and that are: 

(i) In accordance with generally accepted standards of medical 
practice; 

(ii) Clinically appropriate, in terms of type, frequency, extent, site 
and duration; and considered effective for the patient’s illness, injury or 
disease; and 

(iii) Not more costly than an alternative service or sequence of 
services at least as likely to produce equivalent therapeutic or diagnos- 
tic results as to the diagnosis or treatment of that patient’s illness, 
injury, or disease excluding any costs paid pursuant to subsection (j). 

(3) This section does not require a health insurance entity to provide 
coverage for healthcare services delivered by means of telehealth if the 
applicable health insurance policy would not provide coverage for the same 
healthcare services if delivered by in-person means. 

(4) This section does not require a health insurance entity to reimburse a 
healthcare services provider for healthcare services delivered by means of 
telehealth if the applicable health insurance policy would not reimburse that 
healthcare services provider if the same healthcare services had been 
delivered by in-person means. 


History. that the act, which amended this section, ap- 

Acts 2014, ch. 675, § 1; 2016, ch. 990, §§ 1-3; plies to insurance policies or contracts issued, 
2017, ch. 130, § 1; 2020 (2nd Ex. Sess.), ch. 4, entered into, renewed, or amended on or after 
§§ 1-5. August 20, 2020. 


Compiler’s Notes. Amendments. 
2020 (2nd Ex. Sess.), ch. 4, § 10 provided The 2017 amendment, in (a)(6)(A)(ii), substi- 
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tuted a comma for “or” following “qualified site” 
and inserted “, or at a public elementary or 
secondary school staffed by a healthcare ser- 
vices provider and equipped to engage in the 
telecommunications described in this section” 
at the end. 

The 2020 (2nd Ex. Sess.) amendment by ch. 4 
in (a), added the definition of “originating site”; 
added (h) and redesignated former (h) as (i); 
deleted (f), which read: “(f) Nothing in this 
section shall require a health insurance entity 
to pay total reimbursement for a telehealth 
encounter, including the use of telehealth 
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equipment, in an amount that exceeds the 
amount that would be paid for the same service 
provided by a healthcare services provider in 
an in-person encounter.”; in (i), substituted 
“This does not apply to” for “Nothing in this 
section shall apply to”, and “governed by” for 
“described in”, and added (i)(2); and added (j) 
and (k). 


Effective Dates. 

Acts 2017, ch. 180, § 2. April 17, 2017. 

Acts 2020 (2nd Ex. Sess.), ch. 4,§ 10. August 
20, 2020. 


56-7-1003. Provider-based telemedicine. 


(a) As used in this section: 

(1) “Health insurance entity” has the same meaning as defined in § 56- 
7-109 and includes managed care organizations participating in the medical 
assistance program under title 71, chapter 5; 

(2) “Healthcare services” has the same meaning as defined in 
§ 56-61-102; 

(3) “Healthcare services provider” means an individual acting within the 
scope of a valid license issued pursuant to title 63 or title 68, chapter 24, part 
6, or any state-contracted crisis service provider employed by a facility 
licensed under title 33; 

(4) “Healthcare system” means two (2) or more healthcare organizations 
as defined in § 63-1-150, that are affiliated through shared ownership or 
pursuant to a contractual relationship that controls payment terms and 
service delivery; 

(5) “Practice group” means two (2) or more healthcare services providers 
that share a common employer for the purposes of the healthcare services 
providers’ clinical practice; 

(6) “Provider-based telemedicine”: 

(A) Means the use of Health Insurance Portability and Accountability 

Act (HIPAA) (42 U.S.C. § 1320d et seq.) compliant real-time, interactive 

audio, video telecommunications, or electronic technology, or store-and- 

forward telemedicine services, used over the course of an interactive visit 
by a healthcare services provider to deliver healthcare services to a patient 
within the scope of practice of the healthcare services provider when: 

(i) The healthcare services provider is at a qualified site other than 
the site where the patient is located and has access to the relevant 
medical record for that patient; 

(ii) The patient is located at a location the patient deems appropriate 
to receive the healthcare service that is equipped to engage in the 
telecommunication described in this section; and 

(iii) The healthcare services provider makes use of HIPAA compliant 
real-time, interactive audio, video telecommunications or electronic 
technology, or store-and-forward telemedicine services to deliver health- 
care services to a patient within the scope of practice of the healthcare 
services provider as long as the healthcare services provider, the 
healthcare services provider’s practice group, or the healthcare system 
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has established a provider-patient relationship by submitting to a 

health insurance entity evidence of an in-person encounter between the 

healthcare service provider, the healthcare services provider’s practice 

group, or the healthcare system and the patient within sixteen (16) 

months prior to the interactive visit; 

(B) Does not include: 

(i) An audio-only conversation; 

(ii) An electronic mail message or phone text message; 

(ii) A facsimile transmission; 

(iv) Remote patient monitoring; or 

(v) Healthcare services provided pursuant to a contractual relation- 
ship between a health insurance entity and an entity that facilitates the 
delivery of provider-based telemedicine as the substantial portion of the 
entity’s business; and 

(C) Notwithstanding subdivisions (a)(6)(A) and (B), includes Health 
Insurance Portability and Accountability Act (HIPAA) (42 U.S.C. § 1320d 
et seq.) compliant audio-only conversation for the provision of behavioral 
health services when the means described in subdivision (a)(6)(A) are 
unavailable; 

(7) “Qualified site” means the primary or satellite office of a healthcare 
services provider, a hospital licensed under title 68, a facility recognized as 

a rural health clinic under federal medicare regulations, a federally qualified 

health center, a facility licensed under title 33, or any other location deemed 

acceptable by the health insurance entity; and 
(8) “Store-and-forward telemedicine services”: 

(A) Means the use of asynchronous computer-based communications 
between a patient and healthcare services provider at a distant site for the 
purpose of diagnostic and therapeutic assistance in the care of patients; 
and 

(B) Includes the transferring of medical data from one (1) site to 
another through the use of a camera or similar device that records or 
stores an image that is sent or forwarded via telecommunication to 
another site for consultation. 

(b) Healthcare services provided through a provider-based telemedicine 
encounter must comply with state licensure requirements promulgated by the 
appropriate licensure boards. Provider-based telemedicine providers are held 
to the same standard of care as healthcare services providers providing the 
same healthcare services through in-person encounters. 

(c) A provider-based telemedicine provider who seeks to contract with or 
who has contracted with a health insurance entity to participate in the health 
insurance entity’s network is subject to the same requirements and contrac- 
tual terms as any other healthcare services provider in the health insurance 
entity’s network. 

(d) A health insurance entity: 

(1) Shall provide coverage under a health insurance policy or contract for 
covered healthcare services delivered through provider-based telemedicine; 
(2) Shall reimburse a healthcare services provider for a healthcare service 
covered under an insured patient’s health insurance policy or contract that 
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is provided through provider-based telemedicine without any distinction or 

consideration of the geographic location or any federal, state, or local 

designation, or classification of the geographic area where the patient is 
located; 

(3) Shall not exclude from coverage a healthcare service solely because it 
is provided through provider-based telemedicine and is not provided through 
an in-person encounter between a healthcare services provider and a 
patient; and 

(4) Shall reimburse healthcare services providers who are out-of-network 
for provider-based telemedicine care services under the same reimburse- 
ment policies applicable to other out-of-network healthcare services provid- 
ers. 

(e) A health insurance entity shall provide coverage for healthcare services 
provided during a provider-based telemedicine encounter in a manner that is 
consistent with what the health insurance policy or contract provides for 
in-person encounters for the same service, and shall reimburse for healthcare 
services provided during a provider-based telemedicine encounter without 
distinction or consideration of the geographic location, or any federal, state, or 
local designation or classification of the geographic area where the patient is 
located. 

(f) This section does not require a health insurance entity to pay total 
reimbursement for a provider-based telemedicine encounter in an amount that 
exceeds the amount that would be paid for the same service provided by a 
healthcare services provider for an in-person encounter. 

(g)(1) This section does not require a health insurance entity to provide 

coverage for healthcare services that are not medically necessary, unless the 

terms and conditions of an applicable health insurance policy provide that 
coverage. 

(2) As used in subdivision (g)(1): 

(A) For a healthcare service for which coverage or reimbursement is 
provided under the Medical Assistance Act of 1968, compiled in title 71, 
chapter 5, part 1, or provided under title 71, chapter 3, part 11, “medically 
necessary” means a healthcare service that is determined by the bureau of 
TennCare to satisfy the medical necessity standard set forth in 71-5-144; 
and 

(B) For all other healthcare services, “medically necessary” means 
healthcare services that a healthcare services provider, exercising prudent 
clinical judgment, would provide to a patient for the purpose of preventing, 
evaluating, diagnosing, or treating an illness, injury, or disease or the 
symptoms of an illness, injury, or disease, and that are: 

(i) In accordance with generally accepted standards of medical 
practice; 

(ii) Clinically appropriate, in terms of type, frequency, extent, site 
and duration; and considered effective for the patient’s illness, injury or 
disease; and 

(iii) Not more costly than an alternative service or sequence of 
services at least as likely to produce equivalent therapeutic or diagnos- 
tic results as to the diagnosis or treatment of that patient’s illness, 
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injury, or disease. 

(3) This section does not require a health insurance entity to provide 
coverage for healthcare services delivered by means of provider-based 
telemedicine if the applicable health insurance policy would not provide 
coverage for the same healthcare services if delivered by in-person means. 

(4) This section does not require a health insurance entity to reimburse a 
healthcare services provider for healthcare services delivered by means of 
provider-based telemedicine if the applicable health insurance policy would 
not reimburse that healthcare services provider if the same healthcare 
services had been delivered by in-person means. 

(h) Any provisions not required by this section are governed by the terms 
and conditions of the health insurance policy or contract. 

(i) Provider-based telemedicine is subject to utilization review under the 
Health Care Service Utilization Review Act, compiled in chapter 6, part 7 of 
this title. 

(j)(1) This section does not apply to accident-only, specified disease, hospital 

indemnity, plans described in § 1251 of the Patient Protection and Afford- 

able Care Act, Public Law 111-148, as amended and § 2301 of the Health 

Care and Education Reconciliation Act of 2010, Public Law 111-152, as 

amended (both in 42 U.S.C. § 18011), plans governed by the Employee 

Retirement Income Security Act of 1974 (ERISA) (29 U.S.C. § 1001 et seq.), 

medicare supplement, disability income, long-term care, or other limited 

benefit hospital insurance policies. 

(2) This section does apply to the basic health plans authorized under title 
8, chapter 27, parts 1, 2, 3, and 7. 











History. 
Acts 2020 (2nd Ex. Sess.), ch. 4, § 6; 2021, ch. 
191, §§ 1,2. 


Compiler’s Notes. 

2020 (2nd Ex. Sess.), ch. 4, § 10 provided 
that the act, which enacted this section, applies 
to insurance policies or contracts issued, en- 
tered into, renewed, or amended on or after 
August 20, 2020. 

Acts 2021, ch. 191, § 3 provided that the act 
applies to services delivered on or after April 
Bada 22 Ls 


Amendments. 

The 2021 amendment substituted “Health 
Insurance Portability and Accountability Act” 
for “Health Insurance Portability and Accessi- 
bility Act” in (a)(6)(A); and added (a)(6)(C). 


Effective Dates. 

Acts 2020 (2nd Ex. Sess.), ch. 4, § 10. August 
20, 2020. 

Acts 2021, ch. 191, § 3. April 22, 2021. 


56-7-1006. Prohibition against denial of reimbursement to or discrimi- 
nation against physician based on maintenance of certifi- 


cation or licensure. 


(a) As used in this section: 


(1) “Continuing medical education” means board of medical examiners or 
board of osteopathic examination required continued postgraduate medical 
education intended to provide medical professionals with knowledge of new 
developments in the professional’s field; 

(2) “Maintenance of certification” means any process requiring periodic 
recertification examinations or other activities to maintain specialty medical 


board certification; 
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(3) “Maintenance of licensure” means the proprietary framework for 
physician license renewal established through the Federation of State 
Medical Boards or its successor organization, which includes additional 
periodic testing or requirements other than continuing medical education; 
and 
(4) “Specialty medical board certification” means certification by a board 
that specializes in one (1) particular area of medicine and typically requires 
additional examinations other than the requirements of the board of medical 
examiners or board of osteopathic examination to practice medicine. 

(b) A health insurance entity, as defined in § 56-7-109, shall not deny 
reimbursement to or prevent a physician licensed pursuant to title 63, chapter 
6 or 9 from participating in any of the insurance entity’s provider networks 
based solely on a physician’s decision not to participate in any form of 
maintenance of licensure or maintenance of certification, including basing a 
physician’s network participation on any form of maintenance of licensure tied 
to maintenance of certification. 

(c) A health insurance entity, as defined in § 56-7-109, shall not discrimi- 
nate with respect to reimbursement levels based solely on a physician’s 
decision not to participate in any form of maintenance of licensure or 
maintenance of certification, including basing a physician’s reimbursement 
level on any form of maintenance of licensure tied to maintenance of certifi- 
cation. 


History. 
Acts 2018, ch. 694, § 2. 


Compiler’s Notes. 

Former §§ 56-7-1001 — 56-7-1007, concern- 
ing health and accident insurance, were trans- 
ferred by Acts 1992, ch. 984, §§ 1-4, effective 
upon the 1994 replacement of this volume. 


Section 56-7-1001 was transferred to §§ 56-7- 
2301 and 56-7-2604, and §§ 56-7-1002 — 56-7- 
1007 were transferred to §§ 56-7-2405, 56-7- 
2601, 56-7-2508, 56-7-2302, 56-7-2501 and 56- 
7-2325, respectively. 


Effective Dates. 
Acts 2018, ch. 694 § 4. July 1, 2018. 


56-7-1007. Market conduct examination of health insurance carrier 
for compliance with coverage requirements for mental 
health or alcoholism or drug dependency services. 


(a) Whenever the commissioner performs a market conduct examination of a 
health insurance carrier that issues a health benefit plan under the jurisdic- 
tion of the department of commerce and insurance for compliance with 
§ 56-7-2360, the examination shall include, but not be limited to, the following 
information: 

(1) A description of the process used to develop or select the medical 
necessity criteria for mental health or alcoholism or drug dependency 
benefits and the process used to develop or select the medical necessity 
criteria for medical and surgical benefits; 

(2) Identification of all non-quantitative treatment limitations (NQTLs) 
that are applied to both mental health or alcoholism or drug dependency 
benefits and medical and surgical benefits; and 

(3) The results of any analysis that may have been performed by a health 
insurance carrier that demonstrates that for the medical necessity criteria 
described in subdivision (a)(1) and for each NQTL identified in subdivision 
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(a)(2), as written and in operation, the processes, strategies, evidentiary 
standards, or other factors used to apply the medical necessity criteria and 
each NQTL to mental health or alcoholism or drug dependency benefits are 
comparable to, and are applied no more stringently than, the processes, 
strategies, evidentiary standards, or other factors used to apply the medical 
necessity criteria and each NQTL, as written and in operation, to medical 
and surgical benefits. The results of the analysis may: 

(A) Identify the factors used to determine that an NQTL will apply to a 
benefit, including factors that were considered but rejected; 

(B) Identify and define the specific evidentiary standards used to define the 
factors and any other evidentiary standards relied upon in designing each NQTL; 

(C) Identify and describe the methods and analyses used, including the 
results of any relevant analyses, to determine that the processes and 
strategies used to design each NQTL as written for mental health or 
alcoholism or drug dependency benefits are comparable to, and no more 
stringent than, the processes and strategies used to design each NQTL as 
written for medical and surgical benefits; 

(D) Identify and describe the methods and analyses used, including the 
results of any relevant analyses, to determine that processes and strate- 
gies used to apply each NQTL in operation for mental health or alcoholism 
or drug dependency benefits are comparable to, and no more stringent 
than, the processes or strategies used to apply each NQTL in operation for 
medical and surgical benefits; 

(E) Disclose the specific findings and conclusions reached by the health 
insurance carrier that the results of any relevant analyses under this 
subsection (a) indicate that the health insurance carrier is in compliance 
with this section and the federal Paul Wellstone and Pete Domenici 
Mental Health Parity and Addiction Equity Act of 2008 (MHPAEA) 
(Pub.L. No. 110-343), and its implementing regulations, including 45 CFR 
146.136 and any other applicable regulations; and 

(F) Identify any other information necessary to clarify data provided in 
accordance with this section requested by the commissioner, including 
information that may be “proprietary” or have “commercial value.” Any 
information submitted that is proprietary shall not be made a public 
record under title 10, chapter 7. 

(b) The health insurance carrier’s chief executive officer and chief medical 
officer shall sign a certification that affirms that the health insurance carrier 
has completed a comprehensive review of its administrative practices for the 
prior calendar year for compliance with the necessary provisions of this section 
and §§ 56-7-2601 and 56-7-2602, and the MHPAEA. 

(c) Separate NQTLs that apply to mental health or alcohol or drug depen- 
dency benefits but do not apply to medical and surgical benefits within any 
classification of benefits are not permitted. 


History. Compiler’s Notes. 
Acts 2018, ch. 1012, § 2. Acts 2018, ch. 1012, § 3 provided that the 
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act, which enacted this section, shall apply to 
policies and contracts entered into or renewed 
on and after January 1, 2019. 

Former §§ 56-7-1001 — 56-7-1007, concern- 
ing health and accident insurance, were trans- 
ferred by Acts 1992, ch. 984, §§ 1-4, effective 
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2301 and 56-7-2604, and §§ 56-7-1002 — 56-7- 
1007 were transferred to §§ 56-7-2405, 56-7- 
2601, 56-7-25038, 56-7-2302, 56-7-2501 and 56- 
7-2325, respectively. 


Effective Dates. 


upon the 1994 replacement of this volume. Acts 2018, ch. 1012, § 3. January 1, 2019. 


Section 56-7-1001 was transferred to §§ 56-7- 


56-7-1011. Remote patient monitoring services. 


(a) As used in this section, “remote patient monitoring services” means using 
digital technologies to collect medical and other forms of health data from a 
patient and then electronically transmitting that information securely to 
healthcare providers in a different location for interpretation and recommen- 
dation. 

(b) A health insurance entity may consider any remote patient monitoring 
service a covered medical service if the same service is covered by medicare. 
The appropriate parties may negotiate the rate for these services in the 
manner in which is deemed appropriate by the parties. 

(c) Reimbursement of expenses for covered remote patient monitoring 
services must be established through negotiations conducted by the health 
insurance entity with the healthcare services provider, healthcare system, or 
practice group in the same manner as the health insurance entity establishes 
reimbursement of expenses for covered healthcare services that are delivered 
by in-person means. 

(d) Remote patient monitoring services are subject to utilization review 
under the Health Care Service Utilization Review Act, compiled in chapter 6, 
part 7 of this title. 

(e) This section does not apply to a health incentive program operated by a 
health insurance entity that utilized an electronic device for physiological 
monitoring. 


tered into, renewed, or amended on or after 
August 20, 2020. 


History. 
Acts 2020 (2nd Ex. Sess.), ch. 4, § 7. 


Compiler’s Notes. 
2020 (2nd Ex. Sess.), ch. 4, § 10 provided 
that the act, which enacted this section, applies 


Effective Dates. 
Acts 2020 (2nd Ex. Sess.), ch. 4, § 10. August 
20, 2020. 


to insurance policies or contracts issued, en- 


56-7-1012. Reimbursement for healthcare services provided during 
telehealth encounter. [Repealed effective April 1, 2022.] 


(a) Notwithstanding § 56-7-1002(e), a health insurance entity shall provide 
reimbursement for healthcare services provided during a telehealth encounter 
in a manner that is consistent with what the health insurance policy or 
contract provides for in-person encounters for the same service, and shall 
reimburse for healthcare services provided during a telehealth encounter 
without distinction or consideration of the geographic location, or any federal, 
state, or local designation or classification of the geographic area where the 
patient is located. 
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(b) Notwithstanding § 56-7-1003(e), a health insurance entity shall provide 
reimbursement for healthcare services provided during a provider-based 
telemedicine encounter in a manner that is consistent with what the health 
insurance policy or contract provides for in-person encounters for the same 
service, and shall reimburse for healthcare services provided during a pro- 
vider-based telemedicine encounter without distinction or consideration of the 
geographic location, or any federal, state, or local designation or classification 
of the geographic area where the patient is located. 

(c) Reimbursement made pursuant to this section is subject to utilization 
review under the Health Care Service Utilization Review Act, compiled in 
chapter 6, part 7 of this title. 

(d)(1) This section does not require a health insurance entity to provide 

reimbursement for healthcare services that are not medically necessary, 

unless the terms and conditions of an applicable health insurance policy 
provide that coverage. 

(2) As used in this subsection (d): 

(A) For a healthcare service for which coverage or reimbursement is 
provided under the Medical Assistance Act of 1968, compiled in title 71, 
chapter 5, part 1, or provided under title 71, chapter 3, part 11, “medically 
necessary” means a healthcare service that is determined by the bureau of 
TennCare to satisfy the medical necessity standard set forth in § 71-5- 
144; and 

(B) For all other healthcare services, “medically necessary” means 
healthcare services that a healthcare services provider, exercising prudent 
clinical judgment, would provide to a patient for the purpose of preventing, 
evaluating, diagnosing, or treating an illness, injury, or disease or the 
symptoms of an illness, injury, or disease, and that are: 

(i) In accordance with generally accepted standards of medical 
practice; 

(ii) Clinically appropriate, in terms of type, frequency, extent, site 
and duration; and considered effective for the patient’s illness, injury or 
disease; and 

(iii) Not more costly than an alternative service or sequence of 
services at least as likely to produce equivalent therapeutic or diagnos- 
tic results as to the diagnosis or treatment of that patient’s illness, 
injury or disease. 

(e) This section does not require a healthcare services provider to seek 
reimbursement from a health insurance entity for healthcare services provided 
by telehealth or provider-based telemedicine. 

(f) For the purposes of this section: 

(1) “Health insurance entity” has the same meaning as defined in § 56- 
7-109 and includes managed care organizations participating in the medical 
assistance program under title 71, chapter 5; 

(2) “Healthcare services” has the same meaning as defined in 
§ 56-61-102; 

(3) “Healthcare services provider” means an individual acting within the 
scope of a valid license issued pursuant to title 63 or title 68, chapter 24, part 
6, or any state-contracted crisis service provider employed by a facility 





56-7-1013 INSURANCE 100 


licensed under title 33; 

(4) “Provider-based telemedicine” has the same meaning as defined in 
§ 56-7-1003; and 

(5) “Telehealth” has the same meaning as defined in § 56-7-1002. 
(g) This section is repealed on April 1, 2022. 


History. tered into, renewed, or amended on or after 
Acts 2020 (2nd Ex. Sess.), ch. 4, § 8. August 20, 2020. 
Compiler’s Notes. Effective Dates. 


2020 (2nd Ex. Sess.), ch. 4, § 10 provided Acts 2020 (2nd Ex. Sess.), ch. 4, § 10. August 
that the act, which enacted this section, applies 90, 2020. 
to insurance policies or contracts issued, en- 


56-7-1013. Access to health carriers’ payment policies — Rules — Fee 
Schedules. 


(a)(1) “Fee schedule” means a list of reimbursement amounts assigned to 

specific codes and used by a health insurance carrier pursuant to a contract 

between a health insurance carrier and a healthcare provider to calculate 
payments paid to the provider for therapies, procedures, materials, and 
other services delivered to enrollees. 

(2) As used in this section, “health insurance carrier” means any entity 
subject to the insurance laws and regulations of this state, or subject to the 
jurisdiction of the commissioner of commerce and insurance, that contracts 
with healthcare providers in connection with a plan of health insurance, 
health benefits or health services; 

(b) Health insurance carriers shall provide or make available to a health- 
care provider, when contracting or renewing an existing contract with the 
provider, the payment or fee schedules or other information sufficient to enable 
the healthcare provider to determine the manner and amount of payments 
under the contract for the healthcare provider’s services prior to final execu- 
tion or renewal of the contract. The payment or fee schedule or other 
information submitted to a healthcare provider pursuant to this section shall 
include a description of processes and factors that may be applicable and that 
may affect actual payment, e.g., copayments, coinsurance, deductibles, risk 
sharing arrangements and liability of third parties. A health insurance carrier, 
upon request of a healthcare provider, shall make available to the healthcare 
provider examples of actual payment for procedures frequently performed by 
the provider that involve combinations of services or payment codes, if the 
actual payment for the procedures can not be ascertained from the fee schedule 
or other information submitted to a healthcare provider pursuant to this 
section. The provisions of this subsection (b) requiring the submission of a fee 
schedule or other information upon renewal of an existing contract shall not be 
applicable to renewal of an existing contract when the payment or fee schedule 
previously provided to the healthcare provider has not changed. 

(c)(1) Except as otherwise provided in subdivision (g)(2), a health insurance 

carrier shall provide notice of and identify any change to a provider’s fee 

schedule and the effective date of the change at least ninety (90) days prior 
to the effective date of the change. The notice and identification required by 
this subdivision (c)(1) shall be sent to a dedicated email address or as 
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otherwise stipulated in the contract between the provider and the health 

insurance carrier. The provider shall submit to the health insurance carrier 

a dedicated email address to receive the disclosures required by this part. 

(2) A health insurance carrier shall not require any hospital, by contract, 
reimbursement or otherwise, to notify the health insurance carrier of a 
hospital inpatient admission within less than one (1) business day of the 
hospital inpatient admission if the notification or admission occurs on a 
weekend or federal holiday. Nothing in this subsection (c) shall affect the 
applicability or administration of other provisions of a contract between a 
hospital and health insurance carrier, including, without limitation, preau- 
thorization requirements for scheduled inpatient admissions. 

(3) This subsection (c) shall not apply to changes in standard codes and 
guidelines developed by the American Medical Association or a similar 
organization. 

(d) A healthcare provider receiving information pursuant to subsection (b) 
shall not share the information with an unrelated person without the prior 
written consent of the health insurance carrier. The remedies available to a 
health insurance carrier to enforce this subsection (d) shall include, but not be 
limited to, injunctive relief. A health insurance carrier seeking extraordinary 
relief to enforce this subsection (d) shall not be required to establish irrepa- 
rable harm with regard to the sharing of competitively sensitive information. 

(e) This section shall not apply to nonprofit dental service corporations 
established under chapter 30 of this title. 

(f) A health insurance carrier shall: 

(1) Within ten (10) business days of receipt of a written request from a 
provider, deliver to the provider at the provider’s dedicated email address 
that provider’s fee schedule, free of charge, in either a partial or full version 
as requested by the provider, in a transferable industry standard spread- 
sheet, including Microsoft Excel or other comparable format; or 

(2) Provide access to the provider’s fee schedule on a secure website, so 
that the provider may access the fee schedule at any time throughout the 
term of the provider’s contract with the health insurance carrier. Nothing in 
this subdivision (f)(2) requires a health insurance carrier to provide a fee 
schedule through or on a website. 

(g)(1) Except as otherwise provided in subdivision (g)(2), no health insurance 

carrier shall make a change or changes to a provider’s fee schedule except as 

follows: 
(A) Up to one (1) time during a consecutive twelve-month period. After 

a health insurance carrier makes a change or changes to the provider’s fee 

schedule, it is prohibited from doing so again for at least twelve (12) 

months following the effective date of the change or changes; or 

(B) If a health insurance carrier and a hospital agree to the change or 
changes in writing. 

(2) Subdivisions (c)(1) and (g)(1) do not apply to the following changes to 
a fee schedule: 

(A) Any change in a provider’s fee schedule due to a change effected by 
the federal or state government to its healthcare fee schedule, if the 
provider and health insurance carrier have previously agreed that the 
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provider’s fee schedule is based on a percentage or some other formula of 

a current government healthcare fee schedule, such as Medicare; 

(B) Any change in a provider’s reimbursement for drugs, immuniza- 
tions, injectables, supplies, or devices if the provider and health insurance 
carrier or pharmacy benefits manager as defined by § 56-7-3102 have 
previously agreed that any reimbursement for drugs, immunizations, 
injectables, supplies, or devices will be based on a percentage, or some 
other formula, of a price index not established by the health insurance 
carrier, such as the average wholesale price or average sales price; 

(C) Any changes in the provider’s reimbursement for drugs, immuniza- 
tions, injectables, supplies, or devices if the provider and the health 
insurance carrier or pharmacy benefits manager as defined in § 56-7-3102 
have previously agreed to any reimbursement for drugs, immunizations, 
injectables, supplies, or devices in accordance with § 56-7-3104 and based 
upon maximum allowable cost pricing as regulated by §§ 56-7-3101 and 
56-7-3106; 

(D) Any change to Current Procedural Terminology (CPT) codes, 
Healthcare Common Procedure Coding System (HCPCS) codes, Interna- 
tional Statistical Classification of Disease and Related Health Problems 
(ICD) Codes, or other coding sets recognized or used by Centers for 
Medicare and Medicaid Services (CMS) that a health insurance carrier 
utilized in creating a provider’s fee schedule; 

(KE) Any change to revenue codes as established by the National 
Uniform Billing Committee (NUBC); 

(F) Any changes in a provider’s fee schedule due to one (1) or more of the 
following if previously agreed to in a provider’s agreement with a health 
insurance carrier: 

(i) Payments made to the healthcare provider by the health insurance 
carrier or payments made to the health insurance carrier by the 
provider that are based on values or quality measures explicitly de- 
scribed in the written agreement between the provider and the health 
insurance carrier intended to improve care provided to the health 
insurance carrier’s members; 

(ii) Escalator or de-escalator clauses; 

(iii) Provisions that require adjustments to payment due to popula- 
tion health management performance or results; or 

(iv) Any arrangements, initiatives, or value-based payments relating 
to or resulting from the implementation or operation of the Tennessee 
Health Care Innovation Initiative or any successor state program 
applicable to provider agreements covered by this section. 

(h) Notwithstanding any law to the contrary, including other provisions of 
this section, nothing in this section applies to: 

(1) An enrollee’s benefit package, or coverage terms and conditions, 
unrelated to application of fee schedules and reimbursements, including, but 
not limited to, provisions regarding eligibility for coverage, deductibles and 
copayments, coordination of benefits, and coverage limitations and 
exclusions; 

(2) An entity that is subject to delinquency proceedings and for which the 
commissioner of commerce and insurance has been appointed receiver, or an 


i| 103 POLICIES AND POLICYHOLDERS 56-7-1120 
entity placed under administrative supervision by order of the commissioner 
pursuant to the Insurers Rehabilitation and Liquidation Act, compiled in 
chapter 9 of this title; 

(3) Acontract amendment that is made due to a change in federal or state 
law; 

(4) A contract between a health insurance carrier and a healthcare 
provider for items or services to be provided for individuals covered by any 
Medicare Advantage, Medicare Select, Medicare Supplement, Medicare and 
Medicaid Enrollees (MME), Medicare Dual Special Needs, and Medicare 
Private Fee for Service; or the state, local government, and local education 
insurance plans established under title 8, chapter 27; or 

(5) The TennCare program or any successor Medicaid program provided 
for in title 71, chapter 5; the CoverKids Act of 2006, compiled in title 71, 
chapter 3, part 11; the Access Tennessee Act of 2006, compiled in part 29 of 
this chapter; any other plan managed by the health care finance adminis- 
tration division of the department of finance and administration or any 
successor division or department; or the group insurance plans offered under 








title 8, chapter 27. 


History. 
Acts 2002, ch. 638, §§ 1, 2; 2008, ch. 987, § 1; 
2009, ch. 333, § 1; 2017, ch. 88, §§ 2-4. 


Compiler’s Notes. 

Act 2017, ch. 88, § 5 provided that the act, 
which amended this section, shall apply to all 
contracts existing on January 1, 2019, and to 
all contracts entered into or renewed after 
January 1, 2019. 


Amendments. 

The 2017 amendment, effective January 1, 
2019, added (a)(2); rewrote (c) which read: “Any 
change to payment or fee schedules applicable 
to providers under contract with a health insur- 
ance carrier shall be made available to the 
providers at least thirty (30) days prior to the 
effective date of the amendment; provided, that 
this subsection (c) shall not apply to changes in 
standard codes and guidelines developed by the 


American Medical Association or a similar or- 
ganization. A health insurance carrier shall not 
require any hospital, by contract, reimburse- 
ment or otherwise, to notify the health insur- 
ance carrier of a hospital inpatient admission 
within less than one (1) business day of the 
hospital inpatient admission if the notification 
or admission occurs on a weekend or federal 
holiday. Nothing in this subsection (c) shall 
affect the applicability or administration of 
other provisions of a contract between a hospi- 
tal and health insurance carrier, including, 
without limitation, preauthorization require- 
ments for scheduled inpatient admissions.”, 
added present (1) and (3), and redesignated the 
former last two sentences as present (2); and 


added (f)-(h). 


Effective Dates. 
Acts 2017, ch. 88, § 5. January 1, 2019. 


PART 11 
GENERAL PROVISIONS — AUTO INSURANCE 


56-7-1120. Insurance coverage for car sharing programs. 


(a) As used in this section: 


(1) “Car sharing delivery period” means the period of time during which a 
shared vehicle is being delivered to the location of the car sharing start time, 
if applicable, as documented by the governing car sharing program 


agreement; 


(2) “Car sharing period” means the period of time: 
(A) That commences with the car sharing delivery period and ends at 
the car sharing termination time; or 
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(B) If there is no car sharing delivery period, that commences with the 
car sharing start time and ends at the car sharing termination time; 

(3) “Car sharing program agreement”: 

(A) Means the terms and conditions applicable to a shared vehicle 
owner and a shared vehicle driver that govern the use of a shared vehicle 
through a peer-to-peer car sharing program; and 

(B) Does not mean a rental car agreement with a rental car company; 
(4) “Car sharing start time” means the time when the shared vehicle 

becomes subject to the control of the shared vehicle driver at or after the time 
the reservation of a shared vehicle is scheduled to begin as documented in 
the records of a peer-to-peer car sharing program; 

(5) “Car sharing termination time” means the earliest of the following 
events: 

(A) The expiration of the agreed upon period of time established for the 
use of a shared vehicle according to the terms of the car sharing program 
agreement if the shared vehicle is delivered to the location agreed upon in 
the car sharing program agreement; 

(B) When the shared vehicle is returned to a location as alternatively 
agreed upon by the shared vehicle owner and shared vehicle driver as 
communicated through a peer-to-peer car sharing program; or 

(C) When the shared vehicle owner, or the shared vehicle owner’s 
authorized designee, takes possession and control of the shared vehicle; 
(6) “Peer-to-peer car sharing”: 

(A) Means the authorized use of a vehicle by an individual other than 
the vehicle’s owner through a peer-to-peer car sharing program; and 

(B) Does not include the services offered by a rental car company; 

(7) “Peer-to-peer car sharing program”: 

(A) Means a business platform that connects vehicle owners with 
drivers to enable the sharing of vehicles for financial consideration; and 

(B) Does not include: 

(i) The services offered by a rental car company; or 
(ii) Aservice provider who is solely providing hardware or software as 

a service to a person or entity that is not effectuating payment of 

financial consideration for use of a shared vehicle; 

(8) “Rental car company” means a business engaged in the rental of motor 
vehicles that is subject to title 67, chapter 4, part 19, and not a peer-to-peer 
car sharing program; 

(9) “Shared vehicle”: 

(A) Means a vehicle that is available for sharing through a peer-to-peer 
car sharing program; and 

(B) Does not mean a rental vehicle provided by a rental car company; 
(10) “Shared vehicle driver” means an individual who has been autho- 

rized to drive the shared vehicle by the shared vehicle owner under a car 
sharing program agreement; and 

(11) “Shared vehicle owner” means the registered owner, or a person or 
entity designated by the registered owner, of a vehicle made available for 
sharing to shared vehicle drivers through a peer-to-peer car sharing pro- 
gram. 
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(b) An authorized insurer that writes motor vehicle liability insurance in 
the state may exclude any and all coverage and the duty to defend or indemnify 
for any claim afforded under a shared vehicle owner’s motor vehicle liability 
insurance policy, including, but not limited to: 

(1) Liability coverage for bodily injury and property damage; 

(2) Uninsured and underinsured motorist coverage; 

(3) Medical payments coverage; 

(4) Comprehensive physical damage coverage; and 

(5) Collision physical damage coverage. 

(c) The exclusions in subsection (b) apply notwithstanding any requirement 
in this title or title 55, chapter 12. This section does not require that a personal 
automobile insurance policy provide coverage during a car sharing period. 

(d) Automobile insurers that exclude coverage as described in subsection (b) 
have no duty to defend or indemnify any claim expressly excluded. This section 
and title 55, chapter 12, do not invalidate or limit an exclusion contained in the 
policy, including any policy in use or approved for use in this state prior to 
January 1, 2021, that excludes coverage for vehicles that are rented or that are 
engaged in a commercial use. 

(e) A motor vehicle insurer that defends or indemnifies a claim against a 
shared vehicle that is excluded or not covered under the terms of its policy may 
seek contribution from any other motor vehicle insurer providing coverage 
required by § 55-12-302(d), except to the extent the shared vehicle is excluded 
or not covered under the terms of the other policy. 

(f) In a claims investigation involving a shared vehicle, the insurer of the 
peer-to-peer car sharing program, the insurer of the shared vehicle owner, and 
the insurer of the shared vehicle driver shall cooperate with each other to 
facilitate the exchange of relevant information, including, without limitation, 
records that the peer-to-peer car sharing program is required to collect under 
title 55, chapter 12, part 3. The insurer of the peer-to-peer car sharing 
program, the insurer of the shared vehicle owner, and the insurer of a shared 
vehicle driver shall disclose to each other a clear description of the coverage, 
exclusions, and limits provided in their respective policies. 

(g)(1) Notwithstanding any other law, statute, or rule to the contrary, a 

peer-to-peer car sharing program has an insurable interest in a shared 

vehicle during the car sharing period. 

(2) This section does not create liability on a peer-to-peer car sharing 
program to maintain insurance coverage beyond the extent mandated by 
§ 55-12-3802. 

(3) A peer-to-peer car sharing program may own and maintain as the 
named insured one (1) or more policies of motor vehicle liability insurance 
that provides coverage for: 

(A) Liabilities assumed by the peer-to-peer car sharing program under 

a peer-to-peer car sharing program agreement; 

(B) Any lability of the shared vehicle owner; or 
(C) Damage or loss to the shared motor vehicle or any liability of the 
shared vehicle driver. 

(h) This section does not preclude an insurer from providing coverage for a 
peer-to-peer car sharing program or a shared vehicle owner, if it chooses to do 
so by contract or endorsement. 


56-7-1201 


History. 
Acts 2020, ch. 796, § 6. 
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Effective Dates. 
Acts 2020, ch. 796, § 8. January 1, 2021. 


PART 12 
UNINSURED MOTOR VEHICLE COVERAGE 


56-7-1201. Requirements and types of coverage — Presumptions — 
Limitations of liability. | 


NOTES TO DECISIONS 


ANALYSIS 


18. Valid Exclusions. 

19. When Uninsured Motorist Coverage 
Must Be Invoked. 

28. Rejection of Coverage. 


13. Valid Exclusions. 

Circuit court properly awarded summary 
judgment in favor of an insurer in the insureds’ 
action for uninsured motorist benefits because 
the vehicle driven by the injured insured did 
not fall within the definition of “your insured 
car” as set forth in the policy, the regular use 
exclusion of the policy obviated coverage for the 
injured insured as the vehicle was made avail- 
able by his employer for his regular use, and 
the “regular use” exclusion was clear, unam- 
biguous, and not contravene the public policy of 
Tennessee. Shempert v. Cox, 513 S.W.3d 469, 
2016 Tenn. App. LEXIS 611 (Tenn. Ct. App. 
Aug. 24, 2016), appeal denied, — S.W.3d —, 
2016 Tenn. LEXIS 931 (Tenn. Dec. 15, 2016). 


19. When Uninsured Motorist Coverage 
Must Be Invoked. 

Insurer was not entitled to summary judg- 
ment when a motorist was involved in an 
accident while driving a rental company’s car 
because the rental car met the definition of an 
uninsured motor vehicle in the accident vic- 
tim’s insurance policy as it was not owned or 
operated by a self-insurer under any applicable 
Tennessee motor vehicle law. Martin v. Powers, 
505 S.W.3d 512, 2016 Tenn. LEXIS 736 (Tenn. 
Oct. 24, 2016). 


28. Rejection of Coverage. 

Employer was not liable pursuant to the 
terms of an insurance policy and the applicable 
statutory law when an employee of the em- 
ployer was injured in an automobile accident 
because the employer rejected uninsured mo- 
torist coverage from its insurer. Evans v. 
Croxdale, — S.W.3d —, 2020 Tenn. App. LEXIS 
547 (Tenn. Ct. App. Dec. 2, 2020). 


56-7-1202. “Uninsured motor vehicle” defined — Coverage of govern- 


ment vehicles. 


(a)(1) For the purpose of uninsured motor vehicle coverage, “uninsured 
motor vehicle” means a motor vehicle whose ownership, maintenance, or use 
has resulted in the bodily injury, death, or damage to property of an insured, 
and for which the sum of the limits of liability available to the insured under 
all valid and collectible insurance policies, bonds, and securities applicable 
to the bodily injury, death, or damage to property is less than the applicable 
limits of uninsured motorist coverage provided to the insured under the 
policy against which the claim is made; and 
(2) “Uninsured motor vehicle” does not include a motor vehicle: 
(A) Insured under the liability coverage of the same policy of which the 
uninsured motor vehicle coverage is a part; 
(B) Owned by, or furnished for the regular use of, the insured or any 
resident spouse or resident relative in the same household; 
(C) Self-insured within the meaning of the Tennessee Financial Re- 
sponsibility Law, compiled in title 55, chapter 12, or any similar state or 


federal law; 
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(D) Designed for use mainly off public roads or any off-highway vehicle, 
as defined in § 55-8-101, except while the vehicle is operated on public 
roads pursuant to § 55-8-185 or other law; or 
(E) While located for use as premises. 
(b) Notwithstanding any other law, the applicable limits of liability for a 
governmental unit, political subdivision or agency thereof for claims arising 


out of the operation of a motor vehicle shall be considered as liability coverage 





available under a valid and collectible insurance policy. 


History. 

Acts 1967, ch. 371, § 2; T.C.A., § 56-1149; 
Acts 1982, ch. 835, § 2; 1988, ch. 769, § 1; 
1999, ch. 196, §§ 2, 3; 2017, ch. 186, § 1. 


Amendments. 
The 2017 amendment rewrote (a)(2)(D) 


which read: “(D) Designed for use mainly off 
public roads except while on public roads;”. 


Effective Dates. 
Acts 2017, ch. 186, § 2. July 1, 2017. 


NOTES TO DECISIONS 


3. Vehicles Within Definition. 

Insurer was not entitled to summary judg- 
ment when a motorist was involved in an 
accident while driving a rental company’s car 
because the rental car met the definition of an 
uninsured motor vehicle in the accident vic- 


tim’s insurance policy as it was not owned or 
operated by a self-insurer under any applicable 
Tennessee motor vehicle law. Martin v. Powers, 
505 §.W.3d 512, 2016 Tenn. LEXIS 736 (Tenn. 
Oct. 24, 2016). 


56-7-1206. Service of process — Actions by insurers — John Doe 
warrants — Arbitration. 


NOTES TO DECISIONS 


ANALYSIS 
ile In General. 
2. Construction with Court Rules. 
3. Suit Against Insurer. 
5. Limitations on Litigation. 
1. In General. 


Uninsured motorist statute was inapplicable 
because there was no indication that the par- 
ties to a motor vehicle accident were proposing 
to accomplish a settlement pursuant to its 
terms. Moreover, there was no documented 
reference to a potential claim by the accident 
victim under their uninsured/underinsured 
motorist policy until after the settlement agree- 
ment between the parties was reached. Goan v. 
Mills, — S.W.3d —, 2017 Tenn. App. LEXIS 197 
(Tenn. Ct. App. Mar. 24, 2017), appeal denied, 
—§.W.3d —, 2017 Tenn. LEXIS 433 (Tenn. July 
18, 2017). 

Absent any request, insurer two was re- 
quired to notify insurer one of the tortfeasor’s 
willingness to cooperate with arbitration in 
order to trigger insurer one’s obligation to make 
its election under the statute. As insurer two 
did not confirm to insurer one that the tortfea- 
sor would cooperate with insurer one at arbi- 
tration, the third requirement of T.C.A. § 56-7- 


1206(g)(2) had not been satisfied, and insurer 
one’s duty to elect an option had not been 
triggered under the statute. White v. State 
Farm Mut. Auto. Ins. Co., — S.W.3d —, 2020 
Tenn. App. LEXIS 79 (Tenn. Ct. App. Feb. 24, 
2020). 

“Upon request” in T.C.A. § 56-7-1206(g)(2) 
modifies only the second requirement, to pro- 
vide verification of coverage, and thus the third 
requirement, that the liability insurance com- 
pany would confirm to the underinsured motor- 
ist carrier that the party to be released would 
agree to cooperate with the liability insurance 
company at arbitration, is a mandatory re- 
quirement, which the liability insurance com- 
pany did not have to request. White v. State 
Farm Mut. Auto. Ins. Co., — S.W.3d —, 2020 
Tenn. App. LEXIS 79 (Tenn. Ct. App. Feb. 24, 
2020). 


2. Construction with Court Rules. 

Trial court did not err in dismissing insureds’ 
case because the record on appeal did contain a 
belatedly issued summons and a return indicat- 
ing that a driver was not to be found; even 
assuming the issuance of a summons beyond 
one-year was sufficient to allow application of 
direct action procedure, the insureds failed to 
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show due diligence since the record contained 
no affidavits concerning their efforts to locate 
and serve the driver. Davis v. Grange Mut. Cas. 
Grp., — S.W.3d —, 2017 Tenn. App. LEXIS 646 
(Tenn. Ct. App. Sept. 28, 2017). 


3. Suit Against Insurer. 

Trial court properly dismissed the motions 
filed by a tortfeasor and the insureds’ underin- 
sured motorist carrier for summary judgment 
because, while neither the tortfeasor nor the 
carrier were timely served with process, an 
action was instituted against the tortfeasor, the 
tortfeasor’s liability insurer and counsel agreed 
to forbear service of process upon the tortfeasor, 
service was completed upon the carrier as 
though it was a party defendant, and the car- 
rier’s agreement to pay the insureds the full 
amount of the offer made by the tortfeasor’s 
counsel was not a global settlement of the 
litigation. Clark v. Powers, — S.W.3d —, 2016 
Tenn. App. LEXIS 598 (Tenn. Ct. App. Aug. 19, 
2016). 
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Circuit court erred in granting an insurer 
summary judgment on the insured’s claim for 
uninsured motorist coverage based on the expi- 
ration of the one-year statute of limitations 
where nothing in T.C.A. § 56-7-1206 or case 
law mandated service on the insurer within one 
year of the accident. Bates v. Greene, 544 
S.W.3d 345, 2017 Tenn. App. LEXIS 503 (Tenn. 
Ct. App. July 27, 2017), appeal denied, Bates v. 
Green, — S.W.3d —, 2017 Tenn. LEXIS 755 
(Tenn. Nov. 17, 2017). 


5. Limitations on Litigation. 

Once the statute of limitations has lapsed on 
the plaintiffs claim against the tortfeasor, any 
subsequent action to bring the uninsured mo- 
torist insurance carrier into the lawsuit by 
virtue of subsection (d) could be considered a 
nullity. Davis v. Grange Mut. Cas. Grp., — 
S.W.3d —, 2017 Tenn. App. LEXIS 646 (Tenn. 
Ct. App. Sept. 28, 2017). 


PART 15 
MEDICARE SUPPLEMENT POLICIES 


56-7-1501. Definitions. 


As used in this part, unless the context otherwise requires: 


(1) “Applicant” means: 


(A) In the case of an individual medicare supplement policy, the person 
who seeks to contract for insurance benefits; and 


(B) In the case of a group medicare supplement policy, the proposed 
certificate holder; 

(2) “Certificate” means, any certificate delivered or issued for delivery in 
this state under a group medicare supplement policy; 

(3) “Certificate form” means the form on which the certificate is delivered 
or issued for delivery by the issuer; 

(4) “Issuer” includes insurance companies, fraternal benefit societies, 
health care service plans, health maintenance organizations, and any other 
entity delivering or issuing for delivery in this state medicare supplement 
policies or certificates; 

(5) “Medicare” means the Health Insurance for the Aged Act, Title XVIII 
of the Social Security Amendments of 1965; 

(6) “Medicare supplement policy” means a group or individual policy of 
accident and sickness insurance or a subscriber contract of hospital and 
medical service associations or health maintenance organizations other than 
a policy issued pursuant to a contract under § 1876 [repealed] of the Social 
Security Act (42 U.S.C. § 1395 et seq.), or an issued policy under a 
demonstration project specified in 42 U.S.C. § 1395ss(g)(1) that is adver- 
tised, marketed or designed primarily as a supplement to reimbursements 
under medicare for the hospital, medical or surgical expenses of persons 
eligible for medicare; and 
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(7) “Policy form” means the form on which the policy is delivered or issued 
for delivery by the issuer. 


History. Compiler’s Notes. 
Acts 1992, ch. 735, § 1; 1996, ch. 750, §§ 16, This section is set out to correct the number- 
17; T.C.A. § 56-7-1451. ing of the subdivisions in the section. 


Code Commission Notes. This section was 
renumbered from § 56-7-1451 to § 56-7-1501 
by authority of the Code Commission in 2016. 


PART 22 


TENNESSEE SMALL EMPLOYER GROUP HEALTH 
COVERAGE REFORM ACT 


56-7-2207. Health benefit plans — Preexisting conditions — Late en- 
rollees — Premiums — Transfers — Place of business — 
Filings — Documentation. 


(a) Health benefit plans covering small employers are subject to the 
following: 

(1) Except in the case of a late enrollee, any preexisting conditions 
provision may not limit or exclude coverage for a period beyond twelve (12) 
months following the insured’s effective date of coverage, and may only 
relate to conditions manifesting themselves in a manner that would cause an 
ordinarily prudent person to seek medical advice, diagnosis, care or treat- 
ment; for which medical advice, diagnosis, care or treatment was recom- 
mended or received during the twelve (12) months immediately before the 
effective date of coverage, or as to a pregnancy existing on the effective date 
of coverage; 

(2) In determining whether a preexisting conditions provision applies to 
an eligible employee or to a dependent, all health benefit plans shall credit 
the time the person was covered under a previous group health benefit plan 
if the previous coverage was continuous to a date not more than thirty (30) 
days before the effective date of the new coverage, exclusive of any applicable 
waiting period under the plan; 

(3)(A) The health benefit plan is renewable with respect to all eligible 

employees or dependents at the option of the policyholder or contract 

holder except: 

(i) For nonpayment of the required premiums by the policyholder or 
contract holder; 

(ii) For fraud or misrepresentation of the policyholder or contract 
holder or, with respect to coverage of individual enrollees, the enrollees 
or their representatives; 

(iii) For noncompliance with plan provisions that have been approved 
by the commissioner; 

(iv) When the number of enrollees covered under the plan is fewer 
than the number of insureds or percentage of enrollees required by 
participation requirements under the plan; 
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(v) When the policyholder or contract holder is no longer actively 
engaged in the business in which it was engaged on the effective date of 
the plan; or 

(vi) When the small employer carrier stops writing new business in 
the small employer market, if the employer: 

(a) Provides notice to the department and either to the policy- 
holder, contract holder or employer of its decision to stop ATRL new 
business in the small employer market; and 

(b) Does not cancel health benefit plans subject to this part for one 
hundred eighty (180) days after the date of the notice required under 
subdivision (a)(3)(A)(vi)(a); and for that business of the carrier that 
remains in force, the carrier shall continue to be governed by this part 
with respect to business conducted under this part; 

(B) A small employer carrier that stops writing new business in the 
small employer market in this state after January 1, 1993, shall be 
prohibited from writing new business in the small employer market in this 
state for a period of five (5) years from the date of notice to the 
commissioner, In the case of an HMO doing business in the small employer 
market in one (1) service area of this state, the rules set forth in this 
subdivision (a)(3) shall apply to the HMO’s operations in the service area, 
unless § 56-7-2208(g) [repealed] applies; 

(4) Late enrollees may be excluded from coverage for the greater of 
eighteen (18) months or an eighteen-month preexisting condition exclusion; 
however, if both a period of exclusion from coverage and a preexisting 
condition exclusion are applicable to a late enrollee, the combined period 
shall not exceed eighteen (18) months; and 

(5) A carrier may continue to enforce reasonable employer participation 
and contribution requirements on small employers applying for coverage; 
however, participation and contributions requirements may vary among 
small employers only by the size of the small group. 

(b) Premium rates for health benefit plans subject to this part are subject to 
the following: 

(1) The index rate for a rating period for any class of business shall not 
exceed the index rate for any other class of business by more than 
twenty-five percent (25%), adjusted pro rata for any rating period of less 
than one (1) year; 

(2) For a class of business, the premium rates charged during a rating 
period to small employers with similar case characteristics for the same or 
similar coverage, or the rates that could be charged to those employers under 
the rating system for that class of business shall not vary from the index rate 
by more than thirty-five percent (35%) of the index rate, adjusted pro rata for 
any rating period of less than one (1) year; 

(3) The percentage increase in the premium rate charged to a small 
employer for a new rating period, adjusted pro rata for any rating period of 
less than one (1) year, may not exceed the sum of the following: 

(A) The percentage change in the new business premium rate measured 
from the first day of the prior rating period to the first day of the new 
rating period. If a small employer carrier is not issuing any new policies, 
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but is only renewing policies, the carrier shall use the percentage change 

in the base premium rate; 

(B) Any adjustment, not to exceed fifteen percent (15%) annually and 
adjusted pro rata for any rating period of less than one (1) year, due to the 
claim experience, health status, or duration of coverage of the employees 
or dependents of the small employer as determined from the small 
employer carrier’s rate manual for the class of business; 

(C) Any adjustment because of a change in coverage or change in the 
case characteristics of the small employer as determined from the small 
employer carrier’s rate manual for the class of business; 

(4) Premium rates for health benefit plans shall comply with the require- 
ments of this section, notwithstanding any reinsurance premiums and 
assessments paid or payable by small employer carriers in accordance with 
§ 56-7-2221 [repealed]; 

(5) In any case where a small employer carrier uses industry as a case 
characteristic in establishing premium rates, the rate factor associated with 
any industry classification may not vary from the arithmetic average of the 
rate factors associated with all industry classifications by greater than 
fifteen percent (15%) of coverage; 

(6) Small employer carriers shall apply rating factors including case 
characteristics consistently with respect to all small employers in a class of 
business. Adjustments in rates for claims experience, health status and 
duration from issue may not be applied individually. Any such adjustment 
must be applied uniformly to the rate charged for all participants of the 
small employer; and 

(7) Notwithstanding this title to the contrary, neither the definition of 
case characteristics in § 56-7-2208, nor this chapter, prohibits a pool created 
under § 56-26-204 from using case characteristics, claim experience, health 
status, or duration of coverage since issue in determining initial or adjusted 
premium rates for employers pooling their liabilities under § 56-26-204. 
(c) All premium rates for a small employer carrier shall be subject to the 

review and approval or disapproval of the commissioner as provided for in 
§ 56-26-102 and any regulations promulgated under the authority of that 
section. Section 56-26-102 and regulations shall apply to all plans subject to 
this section in the same manner as to accident and sickness policies subject to 
§ 56-26-102. 

(d) A small employer carrier shall not involuntarily transfer a small 
employer into or out of a class of business. A small employer carrier shall not 
offer to transfer a small employer into or out of a class of business unless the 
carrier offers to transfer all small employers in the class of business without 
regard to case characteristics, claims experience, health status or duration of 
coverage since issue. 

(e) In connection with the offering for sale of any health benefit plan to a 
small employer, each small employer carrier shall make a reasonable disclo- 
sure as part of its solicitation and sales materials of: 

(1) The extent to which premium rates for a specified small employer are 
established or adjusted in part based upon the actual or expected variation 
in claims costs, or actual or expected variation in health condition of the 
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eligible employees and dependents of the small employer; 

(2) Provisions concerning the small employer carrier’s right to change 
premium rates and the factors other than claims experience that affect 
changes in premium rates; 

(3) Provisions relating to renewability of policies and contracts; and 

(4) Provisions affecting any preexisting conditions provision. 

(f) Each small employer carrier shall maintain at its principal place of 
business a complete and detailed description of its rating practices and 
renewal underwriting practices, including information and documentation 
that demonstrate that its rating methods and practices are based upon 
commonly accepted actuarial assumptions and are in accordance with sound 
actuarial principles. 

(g) Each small employer carrier shall file with the commissioner annually, 
on or before March 15, an actuarial certification certifying that it is in 
compliance with this part and that its rating methods are actuarially sound. 
The small employer carrier shall retain a copy of the certification at its 
principal place of business. 

(h) Asmall employer carrier shall make the information and documentation 
described in subsection (f) available to the commissioner upon request. Except 
in cases of violations of this part, the information is proprietary and trade 
secret information and is not subject to disclosure by the commissioner to 
persons outside the department except as agreed to by the small employer 
carrier or as ordered by a court of competent jurisdiction. 

(i) Subdivisions (a)(1), (3) and (5) and subsections (b) and (d)-(h) apply to 
health benefit plans delivered, issued for delivery, renewed or continued in this 
state or covering persons residing in this state on or after January 1, 1993. 
Subdivisions (a)(2) and (4) apply to health benefit plans delivered, issued for 
delivery, renewed or continued in this state or covering persons residing in this 
state on or after the date the plan becomes operational, as designated by the 
commissioner. For purposes of this subsection (i), the date a health benefit plan 
is continued is the anniversary date of the issuance of the health benefit plan. 


History. Effective Dates. 

Acts 1992, ch. 808, § 9; 1998, ch. 228, § 1; Acts 2019, ch. 182, § 2. April 23, 2019. 
2011, ch. 344, §§ 4-6; T.C.A. § 56-7-2209; Acts 
2019, ch, 182, § 1. 


Amendments. 
The 2019 amendment added (b)(7). 


PART 23 
MANDATED INSURER OR PLAN COVERAGE 


56-7-2304. Continuation of coverage on group contracts. 


The commissioner is authorized to adopt rules applicable to insurance 
policies and subscriber contracts provided by an insurance company or a 
nonprofit service corporation on a group or group-type basis establishing 
reasonable requirements for extension of benefits and determination of claim 
liability in the event of discontinuance of coverage for nonpayment of premi- 


POLICIES AND POLICYHOLDERS 56-7-2327 
ums or replacement of coverage by another carrier. All rules must be promul- 
gated in accordance with the Uniform Administrative Procedures Act, com- 
piled in title 4, chapter 5, and shall provide for any notices required that notice 
to the group policyholder or subscriber contract holder are deemed notice to the 
employee, member, or subscriber. No rule shall require the extension of 
coverage, except as to policies or contracts issued, altered, or amended after 
the effective date of the rule. 




















History. 

Acts 1976, ch. 417, § 9; T.C.A., § 56-1177; 
Acts 1992, ch. 984, § 1; T.C.A. § 56-7-114; Acts 
2018, ch. 878, § 11. 


Amendments. 
The 2018 amendment deleted “and regula- 
tions” following “rules” in the first sentence, 


regulation shall be adopted” at the beginning, 
“the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5” for “§ 56-1-701” 
preceding “and shall”, and “are” for “shall be” 
preceding “deemed”, and in the third sentence 
deleted “or regulation” following “No rule” and 
substituted “rule” for “regulation” at the end. 








and in the second sentence substituted “All 
rules must be promulgated” for “Any rule or 


Effective Dates. 
Acts 2018, ch. 873, § 18. May 3, 2018. 


56-7-2326. Coverage for prescription eye drops — Refills. 


A policy or contract for a health benefit plan, as defined in § 56-7-2203, that 
is issued, renewed, or entered into on or after January 1, 2018, and provides 
coverage for prescription eye drops shall not deny coverage for a refill of a 
prescription that is a covered benefit under the policy or contract of the insured 
and is otherwise eligible for a refill if: 

(1) The renewal is requested by the insured for a thirty-day supply of the 
drug at least twenty-three (23) days from: 
(A) The original date the prescription was dispensed to the insured; or 
(B) The date the most recent refill was dispensed to the insured; 
(2) The renewal is requested by the insured for a sixty-day supply of the 
drug at least forty-five (45) days from: 
(A) The original date the prescription was dispensed to the insured; or 
(B) The date the most recent refill was dispensed to the insured; or 
(3) The renewal is requested by the insured for a ninety-day supply of the 
drug at least sixty-eight (68) days from: 
(A) The original date the prescription was dispensed to the insured; or 
(B) The date the most recent refill was dispensed to the insured. 


History. 
Acts 2017, ch. 232, § 1. 


Compiler’s Notes. 

Former §§ 56-7-2326 — 56-7-2346 (Acts 
1986, ch. 870, §§ 1-12,15-21; 1987, ch. 253, 
§§ 1-5; 1988, ch. 521, § 1; 1988, ch. 983, §§ 1, 
3-6; 1988, ch. 1013, § 24; 1990, ch. 1078, 
§§ 1-9, 12-17, 19-21; 1992, ch. 984, § 1; 1992, 


ch. 1006, §§ 1-7, 9; 1993, ch. 498, §§ 1-2; 
T.C.A., §§ 56-39-101 — 56-39-112, 56-39-115 — 
56-39-124), concerning the comprehensive 
health insurance pool, were repealed by Acts 
1996, ch. 1020, § 2, effective June 30, 1996. 


Effective Dates. 
Acts 2017, ch. 232, § 2. April 28, 2017. 


56-7-2327. Coverage of proton therapy. [Expires effective January I, 


2023.] 


(a) This section shall be known and may be cited as the “Proton Therapy 


Access Act.” 
(b) As used in this section: 
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(1) “Aggregate amount” means the total amount paid under the state 
group insurance program for the applicable radiation treatment delivery 
CPT codes to deliver a biological effective dose; 

(2) “Biological effective dose” means the total prescribed radiation dose 
delivered in a course of radiation therapy treatments to induce tumor cell 
death; 

(3) “CPT code” means the unique numerical designations established by 
the American Medical Association for various medical, surgical, and diag- 
nostic services used in billing healthcare services; 

(4) “Eligible patient” means a cancer patient who is approved for a 
standard radiation therapy protocol delivered with IMRT by the state group 
insurance program’s third-party administrator and prescribed a hypofrac- 
tionated proton therapy protocol for the treatment of the same cancer; 

(5) “Hypofractionated radiation therapy protocol” means a cancer treat- 
ment protocol that involves the delivery of fewer, larger radiation therapy 
treatment doses than a standard radiation therapy protocol to deliver a 
biological effective dose; 

(6) “Intensity modulated radiation therapy” or “IMRT” means a type of 
conformal radiation therapy that delivers x-ray radiation beams of different 
intensities from many angles for the treatment of tumors; 

(7) “Proton therapy” means the advanced form of radiation therapy that 
utilizes protons as the radiation delivery method for the treatment of 
tumors; 

(8) “Radiation therapy” means the delivery of a biological effective dose 
with proton therapy, IMRT, brachytherapy, stereotactic body radiation 
therapy, three-dimensional conformal radiation therapy, or other forms of 
therapy using radiation; 

(9) “Registry” means an organized system that uses observational study 
methods to collect uniform clinical data to evaluate specified outcomes for a 
population defined by a particular disease and is compliant with the 
principles established by the U.S. department of health and human services 
through their Agency for Healthcare Research and Quality’s Registries for 
Evaluating Patient Outcomes: A User’s Guide - Third Edition; 

(10) “Standard radiation therapy protocol” means a cancer treatment 
protocol that involves the delivery of radiation therapy treatment doses over 
an extended period of time to deliver a biological effective dose; 

(11) “State group insurance program” means health insurance provided 
under title 8, chapter 27; and 

(12) “Treatment dose” means the amount of radiation delivered in a single 
treatment or fraction of radiation therapy. 

(c) The state group insurance program shall cover a physician prescribed 
hypofractionated proton therapy protocol to deliver a biological effective dose 
by paying the same aggregate amount as would be paid for the delivery of the 
same biological effective dose with a standard radiation therapy treatment 
protocol delivered with IMRT for the same indication if the following condi- 
tions are satisfied: 

(1) Coverage is provided to an eligible patient who is being treated as part 
of a clinical trial or registry; 
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(2) The eligible patient is diagnosed with a cancer type or indication that 
can be treated with a hypofractionated proton therapy protocol; 

(3) The radiation oncologist prescribing the hypofractionated proton 
therapy protocol is board certified or board eligible in the specialty of 
radiation oncology; and 

(4) The hypofractionated proton therapy protocol is administered in a 
facility in this state. 
|  (d) If coverage of the hypofractionated proton therapy protocol is required 
| pursuant to subsection (c), then: 
| (1) The aggregate amount must be equal to the average cost actually paid 

by the state group insurance program for a standard IMRT treatment 

radiation therapy protocol required to deliver the prescribed biological 
effective dose for the particular indication. For purposes of this subdivision 

(d)(1), aggregate amounts must be established by reference to the amount 

paid for a course of IMRT treatment under a standard IMRT radiation 

therapy protocol for the indication under the state group insurance program; 
and 

(2) Coverage is subject to annual deductible and co-insurance established 
for radiation therapy and other similar benefits within the policy or contract 
of insurance. The annual deductible and co-insurance for any radiation 
therapy delivery method permitted by this section must be no greater than 
the annual deductible and co-insurance established for all other similar 
benefits within a policy or contract of insurance. 

(e) Notwithstanding any other provision of this section to the contrary, the 
aggregate amount: 

(1) Reimbursed for the hypofractionated proton therapy protocol must not 
exceed the average aggregate amount paid by the state group insurance 
program for a course of IMRT treatment under a standard IMRT radiation 
therapy protocol to deliver the prescribed biological effective dose for the 
same indication; 

(2) Chargeable to or payable by an eligible patient for a covered course of 
hypofractionated proton therapy by an in-network provider must not exceed 
the aggregate amount that would otherwise be chargeable to or payable by 
the eligible patient for a course of IMRT treatment under a standard IMRT 
radiation therapy protocol that is covered by the state group insurance 
program for the delivery of the same biological effective dose by an in- 
network provider; and 

(3) Chargeable to or payable by an eligible patient for a covered course of 
hypofractionated proton therapy by an out-of-network provider must not 
exceed the aggregate amount that would otherwise be chargeable to or 
payable by the eligible patient for a course of treatment under a standard 
IMRT radiation therapy protocol that is covered by the state group insur- 
ance program for the delivery of the same biological dose by an out-of- 
network provider. However, the patient is not responsible for amounts above 
the allowable maximum charge. 

(f) Notwithstanding § 56-7-1005, this section applies only to the state group 
insurance program. 

(g) This section supplements the requirements of 42 U.S.C. § 300gg-8. 





56-7-2355 
History. 
Acts 2019, ch. 193, § 1. 


Compiler’s Notes. 
Acts 2019, ch. 193, § 2 provided that the act, 
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which enacted this section, is repealed on Janu- 
ary 1, 2023. 


Effective Dates. 
Acts 2019, ch. 1938, § 3. January 1, 2020. 


56-7-2355. Coverage of emergency services. 


NOTES TO DECISIONS 


1. Implied-in-law Contracts. 

Provider’s implied-in-law contract claim 
against an insurer based on T.C.A. § 56-7-2355 
and the Emergency Medical Treatment and 
Active Labor Act failed because these provi- 
sions created no implied-in-law contract be- 
tween the provider and the insurer, as the 


insurer received no benefit when the provider 
gave the insurer’s participants emergency 
medical treatment. HCA Health Servs. of Tenn. 
v. BlueCross BlueShield of Tenn., Inc., — 
S.W.3d —, 2016 Tenn. App. LEXIS 407 (Tenn. 
Ct. App. June 9, 2016). 


56-7-2360. Coverage for mental health, alcoholism, or drug depen- 


dency services. 


(a)(1) As used in this section: 


(A) “Aggregate lifetime limit” means a dollar limitation on the total 


amount that may be paid for benefits under a health plan with respect to 
an individual or other coverage unit; 

(B) “Annual limit” means a dollar limitation on the total amount that 
may be paid for benefits in a twelve-month period under a health plan with 
respect to an individual or other coverage unit; 

(C) “Classification of benefits” means: 

(i) Inpatient in-network benefits, inpatient out-of-network benefits, 
outpatient in-network benefits, outpatient out-of-network benefits, pre- 
scription drug benefits, and emergency care benefits; and 

(ii) The only classifications that may be used, except that there may 
be sub-classifications within both outpatient classifications differentiat- 
ing office visits from other outpatient items and services, including 
outpatient surgery, facility charges for day treatment centers, labora- 
tory charges, and other medical items; 

(D) “Financial requirement” includes deductibles, copayments, coinsur- 
ance, and out-of-pocket expenses, but excludes an aggregate lifetime limit 
and an annual limit; 

(EK) “Health benefit plan” means a hospital or medical expense policy, 
health, hospital, or medical service corporation contract, a policy or 
agreement entered into by a health insurer or a health maintenance 
organization contract offered by an employer, other plans administered by 
the state government, or a certificate issued under the policies, contracts, 
or plans; 

(F) “Health insurance carrier” means an entity subject to this title, or 
subject to the jurisdiction of the commissioner of commerce and insurance, 
that contracts with healthcare providers in connection with a plan of 
health insurance, health benefits, or health services; 

(G) “Mental health or alcoholism or drug dependency benefits” means 
benefits for the treatment of a condition or disorder that involves a mental 
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health condition or substance use disorder that: 

(i) Falls under the diagnostic categories listed in the mental disorders 
section of the current edition of the International Classification of 
Disease; or 

(ii) Is listed in the mental disorders section of the most recent version 
of the Diagnostic and Statistical Manual of Mental Disorders; 

(H) “Non-quantitative treatment limitations” or “NQTLs”: 

(i) Means limitations that are not expressed numerically, but other- 
wise limit the scope or duration of benefits for treatment. For purposes 
of this subdivision (a)(1)(H), fail-first or step therapy protocols do not 
include formulary designs that require the prescription, use, and a 
showing of ineffectiveness of generic drugs prior to approval of payment 
for the prescription of higher cost drugs; and 

(ii) Include: 

(a) Medical management standards limiting or excluding benefits 
based on medical necessity or medical appropriateness, or based on 
whether the treatment is experimental or investigative; 

(6) Formulary design for prescription drugs; 

(c) Tier design for plans with multiple network tiers, including 
preferred providers and participating providers, and network tier 
design; 

(d) Standards for provider admission to participate in a network, 
including reimbursement rates; 

(e) Plan methods for determining usual, customary, and reasonable 
charges; 

(f) Refusal to pay for higher-cost therapies until it can be shown 
that a lower-cost therapy is not effective, that are also known as 
fail-first policies or step therapy protocols; 

(g) Exclusions based on failure to complete a course of treatment; 

(h) Restrictions based on geographic location, facility type, provider 
specialty, and other criteria that limit the scope or duration of benefits 
for services provided under the plan or coverage; 

(i) In- and out-of-network geographic limitations; 

(G) Standards for providing access to out-of-network providers; 

(k) Limitations on inpatient services for situations where the 
participant is a threat to self or others; 

(l) Exclusions for court-ordered and involuntary holds; 

(m) Experimental treatment limitations; 

(n) Service coding; and 

(o) Exclusions for services provided by clinical social workers; 

(I) “Predominant” means application to more than one-half (1%) of 
such type of limit or requirement; 

(J) “Substantially all” means application to at least two-thirds (2%) of 
all medical or surgical benefits in a classification; and 

(K) “Treatment limitation” includes limits on the frequency of treat- 
ment, number of visits, days of coverage, or other similar limits on the 
scope or duration of treatment. 

(2) In addition to any other requirement of law concerning coverage of 
mental health or mental illness benefits or alcoholism or drug dependency 
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benefits, including, but not limited to, §§ 56-7-2601 and 56-7-2602, an 

individual or group health benefit plan issued by a health insurance carrier 

regulated pursuant to this title shall provide coverage for mental health or 
alcoholism or drug dependency services in compliance with the federal Paul 

Wellstone and Pete Domenici Mental Health Parity and Addiction Equity 

Act of 2008 (MHPAEA) (42 U.S.C. § 300gg-26) and 45 CFR§ 146.136 and 45 

CFR § 147.160. 

(b) Subsection (a) does not prohibit an employee health benefit plan, or a 
plan issuer offering an individual or group health plan from utilizing managed 
care practices for the delivery of benefits required under this section, as long as 
that for an utilization review or benefit determination for the treatment of 
alcoholism or drug dependence the clinical review criteria is the most recent 
Treatment Criteria for Addictive, Substance-Related, and Co-Occurring Con- 
ditions established by the American Society of Addiction Medicine or other 
evidence-based clinical guidelines, such as those referenced by the federal 
substance abuse and mental health services administration (SAMHSA). Addi- 
tional criteria, other than in this subsection (b), must not be used during 
utilization review or benefit determination for treatment of substance use 
disorders. 

(c) The mandate to provide coverage for mental health services does not 
apply with respect to a group health plan if the application of the mandate to 
the plan results in an increase in the cost under the plan of more than one 
percent (1%). Documentation of the increase in cost must be filed with the 
department after twelve (12) months of experience. If the commissioner 
determines that the increase in cost is a result of the requirements of this 
section, then the commissioner or the commissioner’s designee shall issue a 
letter to the issuer of the plan stating that the plan does not have to comply 
with the mandate set out in this section. The issuer may appeal the letter as 
final agency action pursuant to the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 

(d) The department of commerce and insurance shall implement and 
enforce applicable provisions of the federal Paul Wellstone and Pete Domenici 
Mental Health Parity and Addiction Equity Act of 2008, this section, and 
§§ 56-7-2601 and 56-7-2602, that include: 

(1) Ensuring compliance by individual and group health benefit plans; 

(2) Detecting possible violations of the law by individual and group health 
benefit plans; 

(3) Accepting, evaluating, and responding to complaints regarding such 
violations; and 

(4) Maintaining and regularly reviewing for possible parity violations a 
publicly available consumer complaint log regarding mental health or 
alcoholism or drug dependency coverage as long as individually identifiable 
information is excluded. 

(e) Not later than January 31, 2022, and each year thereafter, the depart- 
ment shall issue a report to the general assembly and provide an educational 
presentation to the general assembly. The department shall request from the 
United States department of labor and the United States department of health 
and human services copies of the NQTL analyses submitted to the depart- 
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ments the previous year in compliance with the federal Consolidated Appro- 
priations Act of 2021 (Pub.L. 116-260) and incorporate these analyses into the 
report. The report and presentation must: 

(1) List health plans sold in this state and over which of these plans the 
department has jurisdiction; 

(2) Discuss the methodology the department is using to check for compli- 
ance with the MHPAEA, and any federal regulations or guidance relating to 
the compliance and oversight of the MHPAEA, including 45 CFR 146.136; 

(3) Discuss the methodology the department uses to check for compliance 
with this section and §§ 56-7-2601 and 56-7-2602; 

(4) Identify market conduct examinations and full scope examinations 
conducted or completed during the preceding twelve-month period and 
summarize the results of the examinations. Individually identifiable infor- 
mation must be excluded from the reports consistent with federal privacy 
protections, including, but not limited to, 42 U.S.C. § 290dd-2 and regula- 
tions found at 42 CFR § 2.1 through 42 CFR § 2.67. This discussion must 
include: 

(A) The number of full scope examinations and market conduct exami- 
nations initiated and completed; 

(B) The benefit classifications examined by each market conduct exami- 
nation and full scope examination; 

(C) The subject matter of each market conduct examination, including 
quantitative and non-quantitative treatment limitations; 

(D) A summary of the basis for the final decision rendered in each 
market conduct examination; and 

(KE) Any examination regarding compliance with parity in mental 
health or alcoholism or drug dependency benefits under state and federal 
laws; 

(5) Detail educational or corrective actions the department of commerce 
and insurance has taken to ensure health benefit plan compliance with this 
section, the MHPAEA, 42 U.S.C. § 180319), and §§ 56-7-2601 and 
56-7-2602; 

(6) Detail the department’s educational approaches relating to informing 
the public about mental health or alcoholism or drug dependence parity 
protections under state and federal law; and 

(7) Describe how the department examines any provider or consumer 
complaints related to denials or restrictions for possible violations of this 
section, the MHPAEA, 42 U.S.C. § 18031), and §§ 56-7-2601 and 56-7- 
2602, including complaints regarding, but not limited to: 

(A) Denials of claims for residential treatment or other inpatient 
treatment on the grounds that such a level of care is not medically 
necessary; 

(B) Claims for residential treatment or other inpatient treatment that 
were approved but for a fewer number of days than requested; 

(C) Denials of requests, authorizations, pre-authorizations, prior autho- 
rizations, concurrent reviews, or claims for residential treatment or other 
inpatient treatment because the beneficiary had not first attempted 
outpatient treatment, medication, or a combination of outpatient treat- 
ment and medication; 
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(D) Denials of claims for medications such as buprenorphine or naltrex- 
one on the grounds that they are not medically necessary; 

(E) Step therapy requirements imposed before buprenorphine or nal- 
trexone are approved; 

(F) Prior authorization requirements imposed on claims for buprenor- 
phine or naltrexone, including those imposed because of safety risks 
associated with buprenorphine; and 

(G) Denial of in-network authorization or denials of out-of-network 
services or claims where there is not an in-network provider within 
seventy-five (75) miles of the insured patient’s home. 

(f) The report issued pursuant to subsection (e) must be written in non- 
technical, readily understandable language and be made available to the 
public by posting the report on the department’s website and by other means 
as the department finds appropriate. The name and identity of the health 
insurance carrier must be given confidential treatment, may not be made 
public by the commissioner or another person, and are not subject to public 
inspection pursuant to § 10-7-503. 

(g) Benefits under this section shall not be denied for care for confinement 
provided in a hospital owned or operated by this state that is especially 
intended for use in the diagnosis, care, and treatment of psychiatric, mental, or 
nervous disorders. 

(h) This section does not apply to accident-only, specified disease, hospital 
indemnity, medicare supplement, long-term care, or other limited benefit 
hospital insurance policies. 

(i) The commissioner is authorized to promulgate rules to effectuate the 
purposes of this section. The rules must be promulgated in accordance with the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 

(j) This section does not require the disclosure of information that would 
violate 42 U.S.C. § 290dd-2 and regulations found at 42 CFR§ 2.1 through 42 


CFR § 2.67. 


History. 
Acts 1998, ch. 1042, 8§ 1, 4; 2018, ch. 1012, 
§ 1; 2021, ch. 244, §,.1. 


Compiler’s Notes. 

Acts 2018, ch. 1012, § 3 provided that the 
act, which amended this section, shall apply to 
policies and contracts entered into or renewed 
on and after January 1, 2019. 

Acts 2021, ch. 244, § 2 provided that the act, 
which amended this section, applies to plans 
entered into, issued, renewed, or amended on or 
after April 28, 2021. 


Amendments. 

The 2018 amendment, effective January 1, 
2019, rewrote (a) which read: “(a)(1) In addition 
to any other requirement of law concerning 
coverage of mental health or mental illness 
benefits, including, but not limited to, § 56-7- 
2601, any group health plan issued by any 
entity regulated pursuant to insurance law 
under this title shall provide coverage for men- 
tal health services as follows: 


“(A)(i) As to either aggregate lifetime limits 
or annual limits, or both, for a group health 
plan providing both medical and surgical ben- 
efits and mental health benefits: 

“(a) If the plan does not have a limit on 
substantially all medical and surgical benefits, 
the plan may not impose the limit on mental 
health benefits; 

“(6) If the plan has a limit on substantially all 
medical and surgical benefits, the plan shall 
either include mental health benefits under the 
limit applied to medical and surgical benefits, 
or apply a separate limit to mental health 
benefits that is no less than the one applied to 
medical and surgical benefits; and 

“(e) If the plan has varying limits on different 
medical or surgical benefits, the plan shall 
apply an average limit to mental health ben- 
efits with the average to be computed based on 
the weighted average of the varying limits; 

“(i) ‘Aggregate lifetime limit’ means a dollar 
limitation on the total amount that may be paid 
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for benefits under a health plan with respect to 
an individual or other coverage unit; and 

“(ii) ‘Annual limit’ means a dollar limitation 
on the total amount that may be paid for 
benefits in a twelve-month period under a 
health plan with respect to an individual or 
other coverage unit; and 

“(B)G) Any annual visit limits by a plan shall 
be equal to or greater than twenty (20) hospital 
inpatient days and twenty-five (25) outpatient 
or doctor visits. As an alternative to hospital 
inpatient days, if less costly residential treat- 
ment, partial hospitalization, or crisis respite 
care for the patient is appropriate, the plan 
shall provide for this care at the rate of two (2) 
alternate care days to one (1) day of inpatient 
hospital treatment. 

“(ii) An issuer of a plan may not count toward 
the number of outpatient visits required to be 
covered under subdivision (a)(1)(B)(i) an outpa- 
tient visit for the purpose of medication man- 
agement, and shall cover that outpatient visit 
under the same terms and conditions as it 
covers outpatient visits for the treatment of 
physical illness. Medication management shall 
not include services that could be billed as a 
therapy or consultation visit. For the purposes 
of this subdivision (a)(1)(B)@i), “medication 
management” means pharmacologic manage- 
ment, including prescription, use, and review of 
medication with no more than minimal medical 
psychotherapy. 

“(2) The mandate to provide coverage for 
mental health services at the same rates and 
terms as coverage provided for all medical and 
surgical conditions under this subsection (a) 
shall not be applicable to services for the abuse 
of or dependency on alcohol or drugs. 

“(3) A plan may not establish a separate 
limitation for mental health services for out-of- 
pocket cost sharing that is more costly than the 
limitation applied to medical and surgical ben- 
efits. 

“(4) This subsection (a) shall not apply to 
group health plans issued to small employers, 
defined as those with from two (2) to twenty- 
five (25) employees.”; in (b), substituted “pro- 
hibits” for “shall be construed as prohibiting” 
following “subsection (a) and “an individual or” 
for “a” following “offering”, and added the lan- 
guage beginning “, as long as that” at the end; 
deleted former (c); redesignated former (d) as 
(c); in present (c), substituted “does” for shall” 
preceding “not apply”, substituted “must” for 
“shall” preceding “be filed”, and inserted “stat- 
ing”; rewrote (e) which read: “This section shall 
not apply to any individual policy issued under 
this title.”; rewrote (f) which read: “The com- 
missioner is authorized to promulgate rules 
and regulations to effectuate the purposes of 
this section. The rules and regulations shall be 
promulgated in accordance with the Uniform 
Administrative Procedures Act.”; in (g), substi- 
tuted “shall” for may” preceding “not be de- 
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nied”; in (h), substituted “applies” for “shall 
apply” following “Nothing in this section”; and 
added (i) and (j). 

The 2021 amendment rewrote the section 
which read: “(a)(1) As used in this section, 
unless the context otherwise requires: 

“(A) ‘Aggregate lifetime limit’ means a dollar 
limitation on the total amount that may be paid 
for benefits under a health plan with respect to 
an individual or other coverage unit; 

“(B) ‘Annual limit’ means a dollar limitation 
on the total amount that may be paid for 
benefits in a twelve-month period under a 
health plan with respect to an individual or 
other coverage unit; 

“(C) ‘Classification of benefits’ means inpa- 
tient in-network benefits, inpatient out-of-net- 
work benefits, outpatient in-network benefits, 
outpatient out-of-network benefits, prescrip- 
tion drug benefits, and emergency care ben- 
efits. These classifications of benefits are the 
only classifications that may be used except 
that there may be sub-classifications within 
both outpatient classifications differentiating 
office visits from other outpatient items and 
services, including outpatient surgery, facility 
charges for day treatment centers, laboratory 
charges, and other medical items; 

“(D) ‘Financial requirement’ includes deduct- 
ibles, copayments, coinsurance, and out-of- 
pocket expenses, but excludes an aggregate 
lifetime limit and an annual limit; 

“(E) ‘Health benefit plan’ means any hospital 
or medical expense policy, health, hospital, or 
medical service corporation contract, a policy or 
agreement entered into by a health insurer or a 
health maintenance organization contract of- 
fered by an employer, other plans administered 
by the state government, or any certificate 
issued under the policies, contracts, or plans; 

“(F) ‘Health insurance carrier’ means any 
entity subject to the insurance laws and regu- 
lations of this state, or subject to the jurisdic- 
tion of the commissioner of commerce and in- 
surance, that contracts with healthcare 
providers in connection with a plan of health 
insurance, health benefits, or health services; 

“(G) ‘Mental health or alcoholism or drug 
dependency benefits’ means benefits for the 
treatment of any condition or disorder that 
involves a mental health condition or substance 
use disorder that falls under any of the diag- 
nostic categories listed in the mental disorders 
section of the current edition of the Interna- 
tional Classification of Disease or that is listed 
in the mental disorders section of the most 
recent version of the Diagnostic and Statistical 
Manual of Mental Disorders; 

“(H) ‘Non-quantitative treatment limita- 
tions,’ or ‘NQTLs,’ are limitations that are not 
expressed numerically, but otherwise limit the 
scope or duration of benefits for treatment. For 
purposes of this subdivision (a)(1)(H), fail-first 
or step therapy protocols do not include formu- 
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lary designs that require the prescription, use, 
and a showing of ineffectiveness of generic 
drugs prior to approval of payment for the 
prescription of higher cost drugs. NQTLs in- 
clude, but are not limited to: 

“(i) Medical management standards limiting 
or excluding benefits based on medical neces- 
sity or medical appropriateness, or based on 
whether the treatment is experimental or in- 
vestigative; 

“Gi) Formulary design for prescription drugs; 

“(jii) Tier design for plans with multiple net- 
work tiers, including preferred providers and 
participating providers, and network tier de- 
sign; 

“Gv) Standards for provider admission to 
participate in a network, including reimburse- 
ment rates; 

“(v) Plan methods for determining usual, 
customary, and reasonable charges; 

“(vi) Refusal to pay for higher-cost therapies 
until it can be shown that a lower-cost therapy 
is not effective, that are also known as fail-first 
policies or step therapy protocols; 

“(vil) Exclusions based on failure to complete 
a course of treatment; 

“(vill) Restrictions based on geographic loca- 
tion, facility type, provider specialty, and other 
criteria that limit the scope or duration of 
benefits for services provided under the plan or 
coverage; 

“(ix) In- and out-of-network geographic limi- 
tations; 

“(x) Standards for providing access to out-of- 
network providers; 

“(xi) Limitations on inpatient services for 
situations where the participant is a threat to 
self or others; 

“(xii) Exclusions for court-ordered and invol- 
untary holds; 

“(xili) Experimental treatment limitations; 

“(xiv) Service coding; and 

“(xv) Exclusions for services provided by 
clinical social workers; 

“(I) ‘Predominant’ means application to more 
than one-half (14) of such type of limit or re- 
quirement; 

“(J) ‘Substantially all’ means application to at 
least two-thirds (2%) of all medical or surgical 
benefits in a classification; and 

“(K) “Treatment limitation’ includes limits on 
the frequency of treatment, number of visits, 
days of coverage, or other similar limits on the 
scope or duration of treatment. 

“(2) In addition to any other requirement of 
law concerning coverage of mental health or 
mental illness benefits or alcoholism or drug 
dependency benefits, including, but not limited 
to, §§ 56-7-2601 and 56-7-2602, any individual 
or group health benefit plan issued by a health 
insurance carrier regulated pursuant to this 
title shall provide coverage for mental health or 
alcoholism or drug dependency services in com- 
pliance with the Paul Wellstone and Pete Do- 
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menici Mental Health Parity and Addiction 
Equity Act of 2008 (MHPAEA) (Pub. L. No. 
110-348) found at 42 U.S.C. § 300gg-26 and its 
implementing regulations found at 45 CFR 
§ 146.1386 and 45 CFR § 147.160. 

“(b) Nothing in subsection (a) prohibits an 
employee health benefit plan, or a plan issuer 
offering an individual or group health plan 
from utilizing managed care practices for the 
delivery of benefits required under this section, 
as long as that for any utilization review or 
benefit determination for the treatment of alco- 
holism or drug dependence the clinical review 
criteria is the most recent Treatment Criteria 
for Addictive, Substance-Related, and Co-Oc- 
curring Conditions established by the Ameri- 
can Society of Addiction Medicine or other evi- 
dence-based clinical guidelines, such as those 
referenced by the federal substance abuse and 
mental health services administration (SAM- 
HSA). No additional criteria other than in this 
subsection (b) may be used during utilization 
review or benefit determination for treatment 
of substance use disorders. 

“(c) The mandate to provide coverage for 
mental health services does not apply with 
respect to a group health plan if the application 
of the mandate to the plan results in an in- 
crease in the cost under the plan of more than 
one percent (1%). Documentation of the in- 
crease in cost must be filed with the depart- 
ment after twelve (12) months of experience. If 
the commissioner determines that the increase 
in cost is a result of the requirements of this 
section, the commissioner or the commission- 
er’s designee shall issue a letter to the issuer of 
the plan stating that the plan does not have to 
comply with the mandate set out in this section. 
The issuer may appeal the letter as final agency 
action pursuant to the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5. 

“(d) The department of commerce and insur- 
ance shall implement and enforce applicable 
provisions of the federal Paul Wellstone and 
Pete Domenici Mental Health Parity and Ad- 
diction Equity Act of 2008, this section, and 
§§ 56-7-2601 and 56-7-2602, which include: 

“(1) Ensuring compliance by individual and 
group health benefit plans; 

“(2) Detecting possible violations of the law 
by individual and group health benefit plans; 

“(3) Accepting, evaluating, and responding to 
complaints regarding such violations; and 

“(4) Maintaining and regularly reviewing for 
possible parity violations a publicly available 
consumer complaint log regarding mental 
health or alcoholism or drug dependency cover- 
age; provided, that individually identifiable in- 
formation shall be excluded. 

“(e) Not later than January 31, 2020, the 
department shall issue a report to the general 
assembly and provide an educational presenta- 
tion to the general assembly. The report and 
presentation shall: 
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“(1) Discuss the methodology the department 
is using to check for compliance with the MH- 
PAEA, and any federal regulations or guidance 
relating to the compliance and oversight of the 
MHPAKEA, including 45 CFR 146.136; 

“(2) Discuss the methodology the department 
uses to check for compliance with this section 
and §§ 56-7-2601 and 56-7-2602; 

“(3) Identify market conduct examinations 
conducted or completed during the preceding 
twelve-month period regarding compliance 
with parity in mental health or alcoholism or 
drug dependency benefits under state and fed- 
eral laws and summarize the results of such 
market conduct examinations. Individually 
identifiable information shall be excluded from 
the reports consistent with federal privacy pro- 
tections, including, but not limited to, 42 U.S.C. 
§ 290dd-2 and regulations found at 42 CFR 
§ 2.1 through 42 CFR § 2.67. This discussion 
shall include: 

“(A) The number of market conduct examina- 
tions initiated and completed; 

“(B) The benefit classifications examined by 
each market conduct examination; 

“(C) The subject matter of each market con- 
duct examination, including quantitative and 
non-quantitative treatment limitations; and 

“(D) A summary of the basis for the final 
decision rendered in each market conduct ex- 
amination; 

“(4) Detail any educational or corrective ac- 
tions the department of commerce and insur- 
ance has taken to ensure health benefit plan 
compliance with this section, the MHPAEA, 42 
U.S.C. § 18031), and §§ 56-7-2601 and 56-7- 
2602; 

“(5) Detail the department’s educational ap- 
proaches relating to informing the public about 
mental health or alcoholism or drug depen- 
dence parity protections under state and fed- 
eral law; and 

“(6) Describe how the department examines 
any provider or consumer complaints related to 
denials or restrictions for possible violations of 
this section, the MHPAEA, 42 U.S.C. 
§ 18031G), and §§ 56-7-2601 and 56-7-2602, 
including complaints regarding, but not limited 
to: 

“(A) Denials of claims for residential treat- 
ment or other inpatient treatment on the 
grounds that such a level of care is not medi- 
cally necessary; 


POLICIES AND POLICYHOLDERS 


56-7-2607 


“(B) Claims for residential treatment or other 
inpatient treatment that were approved but for 
a fewer number of days than requested; 

“(C) Denials of claims for residential treat- 
ment or other inpatient treatment because the 
beneficiary had not first attempted outpatient 
treatment, medication, or a combination of out- 
patient treatment and medication; 

“(D) Denials of claims for medications such as 
buprenorphine or naltrexone on the grounds 
that they are not medically necessary; 

“(E) Step therapy requirements imposed be- 
fore buprenorphine or naltrexone is approved; 
and 

“(F) Prior authorization requirements im- 
posed on claims for buprenorphine or naltrex- 
one, including those imposed because of safety 
risks associated with buprenorphine. 

“(f) The report issued pursuant to subsection 
(e) must be written in non-technical, readily 
understandable language and shall be made 
available to the public by posting the report on 
the department’s website and by other means 
as the department finds appropriate. The name 
and identity of the health insurance carrier 
must be given confidential treatment, may not 
be made public by the commissioner or any 
other person, and shall not be subject to public 
inspection pursuant to § 10-7-503. 

“(¢) Benefits under this section shall not be 
denied for care for confinement provided in a 
hospital owned or operated by this state that is 
especially intended for use in the diagnosis, 
care, and treatment of psychiatric, mental, or 
nervous disorders. 

“(h) Nothing in this section applies to acci- 
dent-only, specified disease, hospital indemnity, 
medicare supplement, long-term care, or other 
limited benefit hospital insurance policies. 

“G) The commissioner is authorized to pro- 
mulgate rules to effectuate the purposes of this 
section. The rules must be promulgated in 
accordance with the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5. 

“Gq) Nothing in this section shall be construed 
as requiring the disclosure of any information 
that would violate 42 U.S.C. § 290dd-2 and 
regulations found at 42 CFR § 2.1 through 42 
CFR § 2.67.” 


Effective Dates. 
Acts 2018, ch. 1012, § 3. January 1, 2019. 
Acts 2021, ch. 244, § 2. April 28, 2021. 


PART 26 
MANDATED OFFERINGS OF COVERAGE 


56-7-2607. Coverage for transplantation. 


(a) As used in this section: 
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(1) “Covered person” means a person on whose behalf a health insurance 
entity is obligated to pay benefits or provide services, and who has a 
disability; 

(2) “Disability” has the same meaning as defined in 42 U.S.C. § 12102; 

(3) “Health insurance entity” has the same meaning as defined in § 56- 
7-109; and 

(4) “Transplantation” means the transplantation or transfusion of a 
human body part into the body of another individual for the purpose of 
treating or curing a medical condition. 

(b) A health insurance entity that offers plans in this state that provide 
coverage for transplantation to individuals or groups on an expense-incurred 
basis shall not deny coverage for transplantation solely on the basis of the 
covered person’s disability. 

(c) This section does not require a health insurance entity to provide 
coverage for transplantation if the transplantation is not medically necessary. 

(d) This section applies to a state or local insurance program, under title 8, 
chapter 27, and a managed care organization contracting with the state to 
provide insurance through the TennCare program. 


History. entered into, issued, amended, or renewed on or 
Acts 2021, ch. 441, § 2. after July 1, 2021. 
Compiler’s Notes. Effective Dates. 


Acts 2021, ch. 441, § 4 provided that the act, Acts 2021, ch. 441, § 4. July 1, 2021. 
which amended this section, applies to plans 


PART 28 


HEALTH INSURANCE PORTABILITY, AVAILABILITY 
AND RENEWABILITY ACT 


56-7-2802. Part definitions. 


As used in this part, unless the context otherwise requires: 
(1) “Affiliation period”: 

(A) Means a period that, under the terms of the health insurance 
coverage offered by the health maintenance organization, must expire 
before the health insurance coverage becomes effective. The organization 
is not required to provide health care services or benefits during the 
affiliation period and no premium shall be charged to the participant or 
beneficiary for any coverage during the period; 

(B) The period shall begin on the enrollment date; and 

(C) An affiliation period under a plan shall run concurrently with any 
waiting period under the plan; 

(2) “Beneficiary” has the meaning given such term under § 3(8) of ERISA 
(29 U.S.C. § 1002(8)); 

(3) “Bona fide association” means an association that satisfies the require- 
ments of § 56-26-204(a) and: 

(A) Does not condition membership in the association on any health 
status-related factor relating to an individual, including an employee of an 
employer or a dependent of an employee; 
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(B) Makes health insurance coverage offered through the association 
available to all members regardless of any health status-related factor 
relating to the members or individuals eligible for coverage through a 
member; 

(C) Does not make health insurance coverage offered through the 
association available other than in connection with a member of the 
association; and 

(D) Meets additional requirements established by the commissioner; 
(4) “Church plan” has the meaning given the term under § 3(33) of 

ERISA (29 U.S.C. § 1002(33)); 

(5) “COBRA continuation provision” means any of the following: 

(A) Section 4980B of the Internal Revenue Code of 1986 (26 U.S.C. 
§ 4980B), other than subdivision (f)(1) of that section insofar as it relates 
to pediatric vaccines; 

(B) ERISA, Part 6 of Subtitle B of Title I (29 U.S.C. § 1161 et seq.), 
other than § 609 (29 U.S.C. § 1169); or 

(C) Title XXII of the Public Health Service Act (42 U.S.C. § 300bb-1 et 
seq.); 

(6)(A) “Creditable coverage” means, with respect to an individual, cover- 

age of the individual under any of the following: 

(i) A group health plan; 

(ii) Health insurance coverage; 

(ii) Title XVIII, Part A or Part B of the Social Security Act, known as 
medicare (42 U.S.C. § 1395 et seq.); 

(iv) Title XIX of the Social Security Act (42 U.S.C. § 1396 et seq.), 

other than coverage consisting solely of benefits under § 1928 (42 

U.S.C. § 300x-28); 

(v) United States Code, title 10, ch. 55 (10 U.S.C. § 1071 et seq.); 

(vi) Amedical care program of the Indian Health Service or of a tribal 
organization; 

(vii) A state health benefits risk pool; 

(viii) A health plan offered under United States Code, title 5, ch. 89 (5 

U.S.C. § 8901 et seq.); 

(ix) A public health plan; or. 
(x) A health benefit plan under § 5(e) of the Peace Corps Act (22 

U.S.C. § 2504(e)); 

(B) Creditable coverage does not include coverage consisting solely of 
coverage of excepted benefits; 

(7) “Employee” has the meaning given the term under § 3(6) of ERISA (29 
U.S.C. § 1002(6)); 

(8) “Employer” has the meaning given the term under § 3(5) of ERISA (29 
U.S.C. § 1002(5)), except that the term includes only employers of two (2) or 
more employees; 

(9) “Enrollment date” means, with respect to an individual covered under 
a group health plan or health insurance coverage, the date of enrollment of 
the individual in the plan or coverage or, if earlier, the first day of the waiting 
period for the enrollment; 

(10) “Excepted benefits” means benefits under one (1) or more, or any 
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combination, of the following: 

(A) Benefits not subject to requirements: 

(i) Coverage only for accident or disability income insurance, or any 
combination of accident and disability income insurance; 

(ii) Coverage issued as a supplement to liability insurance; 

(iii) Liability insurance, including general liability insurance and 
automobile liability insurance; 

(iv) Workers’ compensation or similar insurance; 

(v) Automobile medical payment insurance; 

(vi) Credit-only insurance; 

(vii) Coverage for on-site medical clinics; or 

(viii) Other similar insurance coverage, specified in regulations, un- 
der which benefits for medical care are secondary or incidental to other 
insurance benefits; 

(B) Benefits not subject to requirements if offered separately: 

(i) Limited scope dental or vision benefits; 

(ii) Benefits for long-term care, nursing home care, home health care, 
community-based care, or any combination of long-term care, nursing 
home care, home health care and community-based care; and 

(iii) Other similar, limited benefits specified in regulations; 

(C) Benefits not subject to the requirements if offered as independent, 
noncoordinated benefits are coverage only for a specified disease or illness 
and hospital indemnity or other fixed indemnity insurance; and 

(D) Benefits not subject to the requirements if offered as a separate 
insurance policy are medicare supplement insurance, coverage supple- 
mental to the coverage provided under United States Code, title 10, ch. 55 
(10 U.S.C. § 1071 et seq.), and similar supplemental coverage provided to 
coverage under a group health plan; 

(11) “Federal governmental plan” means a governmental plan established 
or maintained for its employees by the federal government or by any agency 
or instrumentality of the federal government; 

(12) “Governmental plan” has the meaning given the term under ERISA, 
§ 3(32) (29 U.S.C. § 1002(32)), and any federal governmental plan; 

(13) “Group health insurance coverage” means, in connection with a 
group health plan, health insurance coverage offered in connection with the 
plan; 

(14) “Group health plan” means an employee welfare benefit plan, as 
defined in ERISA, § 3(1) (29 U.S.C. § 1002(1)), to the extent that the plan 
provides medical care and including items and services paid for as medical 
care to employees or their dependents, as defined under the terms of the 
plan, directly or through insurance, reimbursement, or otherwise. A program 
under which creditable coverage is provided shall be treated as a group 
health plan for the purposes of applying this part; 

(15) “Health insurance coverage” means benefits consisting of medical 
care, provided directly, through insurance or reimbursement, or otherwise 
and including items and services paid for as medical care, under any policy, 
certificate, or agreement offered by a health insurance issuer; 

(16) “Health insurance issuer” means an entity subject to the insurance 
laws of this state, or subject to the jurisdiction of the commissioner, that 
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contracts or offers to contract to provide health insurance coverage, includ- 
ing, but not limited to, an insurance company, a health maintenance 
organization and a nonprofit hospital and medical service corporation. 
“Health insurance issuer” does not include a group health plan; 

(17) “Health maintenance organization” means: 

(A) A federally qualified health maintenance organization, as defined 
under federal law; or 

(B) An organization recognized under state law as a health mainte- 
nance organization; 

(18) “Health status-related factor” means any of the following factors: 

(A) Health status; 

(B) Medical condition, including both physical and mental illnesses; 

(C) Claims experience; 

(D) Receipt of health care; 

(E) Medical history; 

(F) Genetic information; 

(G) Evidence of insurability, including conditions arising out of acts of 
domestic violence; and 

(H) Disability; 

(19) “Individual health insurance coverage” means health insurance 
coverage offered to individuals in the individual market, but does not include 
short-term limited duration insurance; 

(20) “Individual market” means the market for health insurance coverage 
offered to individuals other than in connection with a group health plan. 
This includes coverage offered in connection with a group health plan that 
has fewer than two (2) participants as current employees on the first day of 
the plan year; 

(21) “Large employer” means, in connection with a group health plan with 
respect to a calendar year and a plan year, an employer who employed an 
average of at least fifty-one (51) employees on business days during the 
preceding calendar year and who employs at least two (2) employees on the 
first day of the plan year; 

(22) “Large group market” means the health insurance market under 
which individuals obtain health insurance coverage, directly or through any 
arrangement, on behalf of themselves and their dependents, through a group 
health plan maintained by a large employer; 

(23) “Late enrollee” means, with respect to coverage under a group health 
plan, a participant or beneficiary who enrolls under the plan other than 
during: 

(A) The first period in which the individual is eligible to enroll under 
the plan; or 

(B) A special enrollment period; 

(24) “Medical care” means amounts paid for: 

(A) The diagnosis, cure, mitigation, treatment, or prevention of disease, 
or amounts paid for the purpose of affecting any structure or function of 
the body; 

(B) Amounts paid for transportation primarily for and essential to 
medical care referred to in subdivision (24)(A); and 


Amendments. 
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(C) Amounts paid for insurance covering medical care referred to in 

subdivisions (24)(A) and (B); 

(25) “Network plan” means health insurance coverage of a health insur- 
ance issuer under which the financing and delivery of medical care, includ- 
ing items and services paid for as medical care, are provided, in whole or in 
part, through a defined set of providers under contract with the issuer; 

(26) “Nonfederal governmental plan” means a governmental plan that is 
not a federal governmental plan; 

(27) “Participant” has the meaning given the term under ERISA, § 3(7) 
(29 U.S.C. § 1002(7)); 

(28) “Placed for adoption,” in connection with any placement for adoption 
of a child with any person, means the assumption and retention by the 
person of a legal obligation for total or partial support of the child in 
anticipation of adoption of the child. The child’s placement with the person 
terminates upon the termination of the legal obligation; 

(29) “Plan sponsor” has the meaning given the term under § 3(16)(B) of 
ERISA (29 U.S.C. § 1002(16)(B)); 

(30) “Preexisting condition exclusion” means, with respect to coverage, a 
limitation or exclusion of benefits relating to a condition based on the fact 
that the condition was present before the date of enrollment for the coverage, 
whether or not any medical advice, diagnosis, care, or treatment was 
recommended or received before that date. Genetic information shall not be 
treated as a preexisting condition in the absence of a diagnosis of the 
condition related to such information; 

(31) “Small employer” means, in connection with a group health plan with 
respect to a calendar year and a plan year, an employer who employs an 
average of at least two (2) but no more than fifty (50) employees on business 
days during the preceding calendar year and who employs at least two (2) 
employees on the first day of the plan year; 

(32) “Small group market” means the health insurance market under 
which individuals obtain health insurance coverage, directly or through any 
arrangement, on behalf of themselves and their dependents, through a group 
health plan maintained by a small employer; and 

(33) “Waiting period” means, with respect to a group health plan and an 
individual who is a potential participant or beneficiary in the plan, the 
period that must pass with respect to the individual before the individual is 
eligible to be covered for benefits under the terms of the plan. 


History. actively in existence for at least five (5) years; 
Acts 1997, ch. 157, § 3; 2020, ch. 515, § 1. (B) Has been formed and maintained in good 
faith for purposes other than obtaining insur- 
ance” and redesignated the following subsec- 


The 2020 amendment, in the definition of ’ ‘ 
tions accordingly. 


“bona fide association”, added “satisfies the 
requirements of § 56-26-204(a) and” at the end 
of the introductory language, deleted subsec- 
tion (A) and (B) which read: “(A) Has been 


Effective Dates. 
Acts 2020, ch. 515, § 5. July 1, 2020. 
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56-7-2810. Guaranteed renewability of coverage for individuals. 


(a) A health insurance issuer that provides individual health insurance 
coverage to an individual shall renew or continue in force the coverage at the 
option of the individual for all such coverage in effect on or after July 1, 1997, 
except as provided in this section. 

(b) A health insurance issuer may nonrenew or discontinue health insur- 
ance coverage of an individual in the individual market based only on one (1) 
or more of the following: 

(1) The individual has failed to pay premiums or contributions in accor- 
dance with the terms of the health insurance coverage or the issuer has not 
received timely premium payments; 

(2) The individual has performed an act or practice that constitutes fraud 
or made an intentional misrepresentation of material fact under the terms of 
the coverage; 

(3) The issuer is ceasing to offer coverage in the individual market in 
accordance with subsection (c) and other applicable insurance law; 

(4) In the case of a health insurance issuer that offers health insurance 
coverage in the market through a network plan, the individual no longer 
resides, lives, or works in the service area, or in an area for which the issuer 
is authorized to do business, but only if the coverage is terminated under this 
subdivision (b)(4) uniformly without regard to any health status-related 
factor of covered individuals; and 

(5) In the case of health insurance coverage that is made available in the 
individual market only through one (1) or more bona fide associations, the 
membership of the individual in the association, on the basis of which the 
coverage is provided, ceases, but only if the coverage is terminated under 
this subdivision (b)(5) uniformly without regard to any health status-related 
factor of covered individuals. 

(c) In any case in which an issuer decides to discontinue offering a particular 
type of health insurance coverage offered in the individual market, coverage of 
the type may be discontinued by the issuer only if: 

(1) The issuer provides notice to each covered individual provided cover- 
age of this type in the market of the discontinuation at least ninety (90) days 
prior to the date of the discontinuation of the coverage; 

(2) The issuer offers to each individual in the individual market provided 
coverage of this type, the option to purchase any other individual health 
insurance coverage currently being offered by the issuer for individuals in 
the market; and 

(3) In exercising the option to discontinue coverage of this type and in 
offering the option of coverage under subdivision (c)(2), the issuer acts 
uniformly without regard to any health status-related factor of enrolled 
individuals or individuals who may become eligible for the coverage. 

(d)(1) Subject to subdivision (d)(2), in any case in which a health insurance 

issuer elects to discontinue offering all health insurance coverage in the 

individual market in this state, health insurance coverage may be discon- 
tinued by the issuer only if: 
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(A) The issuer provides notice to the commissioner and to each indi- 
vidual of the discontinuation at least one hundred eighty (180) days prior 
to the date of the expiration of the coverage; and 

(B) All health insurance issued or delivered for issuance in this state in 
the market is discontinued and coverage under the health insurance 
coverage in the market is not renewed. 

(2) In the case of a discontinuation under subdivision (d)(1)(A) in the 
individual market, the issuer may not provide for the issuance of any health 
insurance coverage in the individual market in the state during the five-year 
period beginning on this date of the discontinuation of the last health 
insurance coverage not so renewed. 

(3) The commissioner may waive subdivision (d)(2) upon written request 
by a health insurance issuer that demonstrates to the satisfaction of the 
commissioner that a waiver would benefit insurance consumers in this state 
and would strengthen the individual market. 

(e) At the time of coverage renewal, a health insurance issuer may modify 
the health insurance coverage for a policy form offered to individuals in the 
individual market so long as the modification is consistent with state law and 
effective on a uniform basis among all individuals with that policy form. 

(f) In applying this section in the case of health insurance coverage that is 
made available by a health insurance issuer in the individual market to 
individuals only through one (1) or more associations, a reference to an 
“individual” is deemed to include a reference to the association of which the 
individual is a member. 


History. Effective Dates. 
Acts 1997, ch. 157, § 11; 2018, ch. 873, § 12. Acts 2018, ch. 873, § 18. May 3, 2018. 
Amendments. 


The 2018 amendment added (d)(3). 


PART 29 


ACCESS TENNESSEE ACT OF 2006 
[EFFECTIVE UNTIL JUNE 30, 2025] 


56-7-2901. Short title. [Effective until June 30, 2025. See the Compiler’s 
Notes. ] 


This part shall be known and may be cited as the “Access Tennessee Act of 
2006.” 


History. 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
Acts 2006, ch. 867, §§ 3, 14(a). as amended by Acts 2010, ch. 872, § 1, as 

Coipilera Notes: amended by Acts 2015, ch. 185, § 10, and as 
Part 29, §§ 56-7-2901 — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § 1, effective 

2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 

§ 1), concerning the Access Tennessee Act of 
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56-7-2902. Part definitions. [Effective until June 30, 2025. See the 
Compiler’s Notes.] 


As used in this part, unless the context otherwise requires: 

(1) “Access Tennessee” means the nonprofit entity created pursuant to 
§ 56-7-2903(a); 

(2) “Board” means the Access Tennessee board of directors established 
pursuant to § 56-7-2903(b); 

(3) “Church plan” has the meaning given the term under ERISA, in 29 
U,S.C.$. 1002(33): 

(4) “COBRA continuation coverage” refers to continuation of coverage 
offered pursuant to the Consolidated Omnibus Budget Reconciliation Act of 
1985 (42 U.S.C. § 300bb-1 et seq.); 

(5) “Commissioner” means the commissioner of finance and 
administration; 

(6)(A) “Creditable coverage” means, with respect to an individual, cover- 

age of the individual that provides the minimum essential coverage 

required under 26 U.S.C. § 5000A; 

(B) A period of creditable coverage shall not be counted, with respect to 
the enrollment of an individual who seeks coverage under this part, if, 
after the period and before the enrollment date, the individual experiences 
a significant break in coverage; 

(7) “Department” means the department of finance and administration; 

(8) “ERISA” means the Employee Retirement Income Security Act of 1974 
(29 U.S.C. § 1001 et seq.); 

(9) “Federally defined eligible individual” means an individual: 

(A) For whom, as of the date on which the individual seeks coverage 
under this part, the aggregate of the periods of creditable coverage is 
eighteen (18) or more months; 

(B) Whose most recent prior creditable coverage was under a group 
health plan, governmental plan, church plan, or plan described in § 56- 
2-121(a), or health insurance coverage offered in connection with the plan; 

(C) Who is not eligible for coverage under a group health plan, medi- 
care, medicaid, or any successor program, and who does not have other 
health insurance coverage; 

(D) With respect to whom the most recent coverage within the period of 
ageregate creditable coverage was not terminated based on a factor 
relating to nonpayment of premiums or fraud; 

(E) Who, if offered the option of continuation of coverage under a 
COBRA continuation coverage provision or under a similar state program, 
elected the coverage; and 

(F) Who has exhausted the continuation coverage described in subdivi- 
sion (9)(E); 

(10) “Fund” means the Access Tennessee health insurance program fund 
established by § 56-7-2911(d); 

(11) “Governmental plan” has the meaning under ERISA, in 29 U.S.C. 
§ 1002(32); 

(12) “Group health plan” means an employee welfare benefit plan as 
defined in ERISA, in 29 U.S.C. § 1002(1), to the extent that the plan 
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provides medical care, as defined in subdivision (19), and including items 
and services paid for as medical care to employees or their dependents as 
defined under the terms of the plan directly or through insurance, reim- 
bursement or otherwise; 
(13)(A) “Health insurance coverage” means any hospital and medical 
expense incurred policy, nonprofit health care service plan contract, health 
maintenance organization subscriber contract, or any other health care 
plan or arrangement that pays for or furnishes medical or health care 
services, whether by insurance or otherwise; 

(B) “Health insurance coverage” shall not include one (1) or more, or 
any combination of, the following: 

(i) Coverage only for accident or disability income insurance, or any 
combination of accident and disability income insurance; 

(ii) Coverage issued as a supplement to liability insurance; 

(iii) Liability insurance, including general liability insurance and 
automobile liability insurance; 

(iv) Workers’ compensation or similar insurance; 

(v) Automobile medical payment insurance; 

(vi) Credit-only insurance; 

(vii) Coverage for on-site medical clinics; and 

(viii) Other similar insurance coverage, specified in federal regula- 
tions issued pursuant to the Health Insurance Portability and Account- 
ability Act of 1996 (HIPAA) (42 U.S.C. § 1320d et seq.), under which 
benefits for medical care are secondary or incidental to other insurance 
benefits; 

(C) “Health insurance coverage” shall not include the following benefits, 
if they are provided under a separate policy, certificate or contract of 
insurance or are otherwise not an integral part of the coverage: 

(i) Limited scope dental or vision benefits; 

(ii) Benefits for long-term care, nursing home care, home health care, 
community-based care, or any combination thereof; or 

(iii) Other similar, limited benefits specified in federal regulations 
issued pursuant to HIPAA; 

(D) “Health insurance coverage” shall not include the following ben- 
efits, if the benefits are provided under a separate policy, certificate or 
contract of insurance, there is no coordination between the provision of the 
benefits and any exclusion of benefits under any group health plan 
maintained by the same plan sponsor, and the benefits are paid with 
respect to an event without regard to whether benefits are provided with 
respect to the event under any group health plan maintained by the same 
plan sponsor: 

(i) Coverage only for a specified disease or illness; or 
(ii) Hospital indemnity or other fixed indemnity insurance; and 

(EK) “Health insurance coverage” shall not include the following, if 
offered as a separate policy, certificate or contract of insurance: 

(i) Medicare supplemental health insurance, as defined under 

§ 1882(g)(1) of the Social Security Act (42 U.S.C. § 1395ss(g)(1)); 

(ii) Coverage supplemental to the coverage provided under the Civil- 
ian Health and Medical Program of the Uniformed Services (CHAM- 
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PUS) (10 U.S.C. § 1071 et seq.); or 
(iii) Similar supplemental coverage provided to coverage under a 
group health plan; 

(14) “Health maintenance organization” means an organization as de- 
fined in § 56-32-102; 

(15) “Hospital” means a licensed public or private institution as defined in 
§ 68-11-201; 

(16) “Insurance arrangement” means, to the extent permitted by ERISA, 
any plan, program, contract or other arrangement under which one (1) or 
more employers, unions or other organizations provide to their employees or 
members, either directly or indirectly through a trust or third party 
administration, health care services or benefits other than through an 
insurer, and shall include any plan described in § 56-2-121(a); 

(17) “Insurer” means any entity that provides health insurance coverage 
in this state. For the purposes of this part, insurer includes, but is not 
limited to, an insurance company, a health maintenance organization, a 
preferred provider organization, a hospital and medical service corporation, 
a surplus lines insurer, an insurer providing stop-loss or excess loss 
insurance to a group health plan, a reinsurer reinsuring health insurance in 
this state, and any other entity providing a plan of health insurance or 
health benefits subject to state insurance regulation; 

(18) “Medicaid” means the federal- and state-financed, state-run program 
of medical assistance established pursuant to Title XIX of the Social Security 
Act (42 U.S.C. § 1396 et seq.), and any waivers thereof; 

(19) “Medical care” means: 

(A) The diagnosis, care, mitigation, treatment, or prevention of disease; 

(B) Transportation primarily for and essential to medical care referred 
to in subdivision (19)(A); and 

(C) Insurance covering medical care referred to in subdivisions (19)(A) 

and (B); 

(20) “Medicare” means coverage under Parts A and/or B of Title XVIII of 
the Social Security Act (42 U.S.C. § 1395 et seq.); 

(21) “Plan of operation” means the articles, bylaws, and operating rules 
and procedures adopted by the board pursuant to § 56-7-2903(); 

(22) “Program” means the Access Tennessee health insurance program, 
created in § 56-7-2903(a); 

(23) “Resident” means an individual who is legally domiciled in 
Tennessee; 

(24) “Significant break in coverage” means a period of sixty-three (63) 
consecutive days during all of which the individual does not have any 
creditable coverage, except that neither a waiting period nor an affiliation 
period is taken into account in determining a significant break in coverage; 

(25) “Third party administrator” means any entity that, on behalf of an 
insurer or insurance arrangement, provides health insurance coverage to 
individuals in this state, receives or collects charges, contributions or 
premiums for, or adjudicates, processes or settles claims in connection with, 
any type of health benefit provided in or as an alternative to health 
insurance coverage; and 
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(26) “Unfair referral” means a referral to the program described in 
§ 56-7-2908(h). 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
§§ 1, 2. as amended by Acts 2010, ch. 872, § 1, as 


War's Notes: amended by Acts 2015, ch. 185, § 10, and as 
coe 59 * 6s 56-7-2901 — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § 1, effective 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 


56-7-2903. Creation of Access Tennessee health insurance program — 
Board of directors — Advisory committee — Funding plan 
and plan of operation — Promulgation of rules — Errors 
and omissions by commissioner or board members. 
[Effective until June 30, 2025. See the Compiler’s Notes. ] 


(a) There is created a nonprofit entity known as Access Tennessee to operate 
a program to provide health insurance coverage pursuant to this part. The 
program shall be known as the Access Tennessee health insurance program. 
(b) Access Tennessee shall operate the program subject to the supervision 
and control of a board of directors composed of fourteen (14) members. The 
commissioner shall, within ninety (90) days after July 1, 2006, give notice to all 
insurers of the time and place for the initial organizational meeting of the 
board. The board shall consist of the following members: 
(1) The commissioner of finance and administration or the commissioner’s 
designee; 
(2) The commissioner of health or the commissioner’s designee; 
(3) The commissioner of mental health and substance abuse services or 
the commissioner’s designee; 
(4) One (1) representative of the Tennessee Hospital Association, selected 
by the commissioner; 
(5) One (1) representative of the Tennessee Medical Association, selected 
by the commissioner; 
(6) One (1) member involved primarily as a producer in the business of 
health insurance, selected by the commissioner; 
(7) One (1) member of the general public, selected by the commissioner; 
(8) One (1) member selected by the speaker of the house of 
representatives; 
(9) One (1) member selected by the speaker of the senate; 
(10) One (1) representative of an employer of greater than or equal to five 
hundred (500) employees that is self-insured, selected by the commissioner; 
(11) One (1) representative of an employer of less than five hundred (500) 
employees that is commercially insured, selected by the commissioner; 
(12) One (1) representative of a hospital medical service corporation, 
selected by the commissioner, unless, pursuant to subsection (d), no such 
representative is able to serve, in which case this position shall be filled by 
a representative of another insurer; 
(13) One (1) representative of an insurer other than a hospital medical 
service corporation, selected by the commissioner, unless, pursuant to 
subsection (d), no such representative is able to serve, in which case this 
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position shall be filled by a representative of another insurer; and 
(14) The commissioner of intellectual and developmental disabilities or 
the commissioner’s designee. 

(c) The commissioner and the speakers of the senate and the house of 
representatives, in making appointments to the board, shall strive to ensure 
that the membership of the board is representative of the state’s geographic 
and demographic composition, with appropriate attention to the representa- 
tion of women and minorities. 

(d) No individual representing an entity selected to administer the program, 
pursuant to § 56-7-2909, or its affiliates shall serve on the board. Any 
appointed board member who represents an entity or affiliate that has the 
intention of serving as administrator of the program shall be prohibited from 
serving as the administrator, unless the board member provides written notice 
to the board of the entity’s or affiliate’s intent to bid on the contract for 
administrator. The notice shall be delivered to the board at least six (6) months 
prior to the release of any request for proposal (RFP) seeking to select or renew 
an administrator. In the event the notice is delivered, the board member shall 
simultaneously resign the board member’s membership on the board. 

(e) The commissioner shall, on an annual basis, designate one (1) member of 
the board to serve as chair and one (1) member of the board to serve as vice 
chair. 

(f) The board members selected pursuant to subdivisions (b)(4), (5) and (6) 
shall serve for an original term of one (1) year. The board members selected 
pursuant to subdivisions (b)(8), (9), (12) and (13) shall serve for an original 
term of two (2) years. The board members selected pursuant to subdivisions 
(b)(7), (10) and (11) shall serve for an original term of three (3) years. 
Thereafter, all board members selected pursuant to subdivisions (b)(4) - (11) 
shall serve for a term of three (3) years. Board members appointed pursuant to 
subdivisions (b)(12) and (13) shall not be appointed to the board until after 
Access Tennessee awards an initial contract to an administrator of the 
program. 

(¢) Board members shall receive no compensation, but shall be reimbursed 
for all travel expenses in accordance with state travel regulations. 

(h) Vacancies in the board shall be filled by the appropriate appointing 
authority. Board members may be removed by their respective appointing 
authority for cause. 

(i) In order to assist the board, there shall be an advisory committee 
consisting of five (5) representatives of insurers that offer health insurance 
coverage in this state who shall be selected by the commissioner. The advisory 
committee may provide advice on insurance related issues, including, but not 
limited to, benefit design and market impact of the plans created and offered 
by Access Tennessee. 

(j) The board, on an annual basis, shall submit to the commissioner and the 
comptroller of the treasury a funding plan and a plan for operation of the 
program and any amendments necessary or suitable to assure the fair, 
reasonable and efficient administration of the program and its financial 
solvency, based upon timely and accurate actuarial assumptions. The plan of 
operation shall become effective upon approval, in writing, by the commis- 
sioner and the comptroller of the treasury. 
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(k) The commissioner and the comptroller of the treasury shall approve the 
funding plan and the plan of operation, if they determine that the plans assure 
the financial solvency of the program, the efficient administration of the 
program, and otherwise are in compliance with this part. 

(1) If the board fails to submit a suitable plan of operation within one 
hundred eighty (180) days after the appointment of the board or at any time 
thereafter fails to submit suitable amendments to the plan of operation, the 
commissioner may initiate actions necessary or advisable to effectuate this 
part. The actions shall continue in effect until modified by the commissioner or 
superseded by a plan of operation submitted by the board and approved by the 
commissioner and the comptroller. To the extent that the actions include the 
promulgation of rules to effectuate this part, the rules shall be promulgated as 
emergency rules pursuant to § 4-5-208. 

(m) The plan of operation shall: 

(1) Establish procedures for operation of the program; 

(2) Establish procedures for selecting an administrator, in accordance 
with § 56-7-2909; 

(3) Establish procedures to create a fund, under management of the 
board, for administrative expenses; 

(4) Establish procedures for the handling, accounting, and auditing of 
assets, moneys and claims of the program and the program administrator; 

(5) Develop and implement a program to publicize the existence of the 
program, the eligibility requirements, and procedures for enrollment, and to 
maintain public awareness of the program; 

(6) Establish procedures under which applicants and participants may 
have grievances reviewed by a grievance committee appointed by the board. 
The grievances shall be reported to the board after completion of the review. 
The board shall retain all written complaints regarding the plan for at least 
three (3) years; 

(7) Establish procedures to implement the requirements of § 56-7- 
2909(g); and 

(8) Provide for other matters as may be necessary and proper for the 
execution of the board’s powers, duties and obligations under this part. 

(n) The funding plan shall: 

(1) Establish premium rates for the upcoming year, pursuant to 
§ 56-7-2911(a); 

(2) Establish an assessment rate for insurers and insurance arrange- 
ments, pursuant to § 56-7-2911(a)(2); provided, however, that the total 
amount of the assessments authorized under § 56-7-2911(a)(2) for a fiscal 
year shall not exceed the amount appropriated by the state to the program 
for that same fiscal year; and 

(3) Identify other available funds for the program, including any legisla- 
tive appropriations and federal funding. 

(0) There shall be no liability on the part of, and no cause of action of any 
nature shall arise against, the commissioner or the board members, or any of 
their employees or agents, for any omission or any action taken by them within 
the scope of their duties arising from this part, except for willful, malicious or 
criminal acts or omissions done for personal gain. 
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History. 2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 

Acts 2006, ch. 867, § 3; 2006, ch. 894, §§ 2,  § 1), concerning the Access Tennessee Act of 
14(a); 2009, ch. 566, § 12; 2010, ch. 1100, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
§§ 96, 97; 2012, ch. 575, § 2; 2015, ch. 185, ag amended by Acts 2010, ch. 872, § 1, as 


$8.15: amended by Acts 2015, ch. 185, § 10, and as 
Compiler’s Notes. amended by Acts 2020, ch. 583, § 1, effective 


Part 29, §§ 56-7-2901 — 56-7-2916 (Acts June 30, 2025. 


56-7-2904. Powers and authority. [Effective until June 30, 2025. See the 
Compiler’s Notes. ] 


Access Tennessee has the general powers and authority granted under the 
laws of this state to insurance companies licensed to transact the kinds of 
insurance defined under § 56-2-201. In addition, Access Tennessee has the 
specific power to: 

(1) Enter into contracts as are necessary or proper to carry out the 
provisions and purposes of this part, including the authority, with the 
approval of the commissioner, to enter into contracts with similar programs 
in other states for the joint performance of common administrative func- 
tions, or with persons, other organizations or other state agencies for the 
performance of administrative functions; 

(2)(A) Sue or be sued, including taking any legal actions necessary or 

proper to: 

(i) Avoid the payment of improper claims against the program or the 
coverage provided by or through the program; 

(ii) Recover any amounts erroneously or improperly paid by the 
program; 

(iii) Recover any amounts paid by the program as a result of mistake 
of fact or law; or 

(iv) Recover other amounts due the program. 

(B) For purposes of subdivision (2)(A), as well as for legal representa- 
tion of Access Tennessee, Access Tennessee is considered to be an instru- 
mentality of the state for the purpose of being represented by the attorney 
general and reporter, pursuant to § 8-6-109; 

(3) Establish and modify, from time to time as appropriate, rates, rate 
schedules, rate adjustments, expense allowances, agent referral fees, claim 
reserve formulas and any other actuarial function appropriate to the 
operation of the program. Rates shall be determined in relation to the 
coverage provided, the risk experience, and expenses of providing coverage. 
Rates and risk schedules may be adjusted for age, tobacco use and weight 
and shall take into consideration appropriate factors in accordance with 
established actuarial and underwriting practices; 

(4) Establish a program to provide premium assistance to low income 
individuals eligible to participate in the program; 

(5) Purchase or issue policies of insurance in accordance with the require- 
ments of this part; 

(6) Appoint appropriate legal, actuarial and other committees as neces- 
sary, including advisory committees of external experts, to provide technical 
assistance in the operation of the program, policy and other contract design, 
and assistance with any other function within the authority of Access 
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Tennessee; 

(7) Request an annual audit by the comptroller of the treasury, as 
otherwise provided by law, or, with the prior written approval of the 
comptroller of the treasury, contract with an independent public accountant 
for the audit; 

(8) Determine the eligibility requirements for program participants, in 
accordance with this part; 

(9) Establish at least two (2) coverage options, pursuant to § 56-7-2910; 

(10) Employ and set the compensation of, or contract with, any persons or 
entities necessary to assist Access Tennessee in carrying out its responsi- 
bilities and functions; 

(11) Provide for reinsurance of risks incurred by the program; 

(12) Issue additional types of health insurance policies to provide optional 
coverage; 

(13) Provide for and employ cost containment measures and require- 
ments, including, but not limited to, preadmission screening, second surgical 
opinion, concurrent utilization review, disease management and individual 
case management, for the purpose of making the program more cost 
effective; 

(14) Design, utilize, contract or otherwise arrange for the delivery of cost 
effective health care services, including establishing or contracting with 
preferred provider organizations, health maintenance organizations and 
other limited network provider arrangements; and 

(15) Adopt bylaws, policies, procedures and a plan document detailing 
program benefits as may be necessary or convenient for the implementation 
of this part and the operation of the program. 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
§§ 1, 4. as amended by Acts 2010, ch. 872, § 1, as 
C Nave Notes. amended by Acts 2015, ch. 185, § 10, and as 
Dae 39, $8 56.7-2901 — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § i effective 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 


56-7-2905. Annual report. [Effective until June 30, 2025. See the Com- 
piler’s Notes.] 


Beginning by October 1, 2007, Access Tennessee shall make an annual report 
to the governor and comptroller of the treasury, to be submitted by October 1 
of each year. The report shall be in a form approved by the commissioner and 
shall summarize the activities of Access Tennessee in the preceding calendar 
year, including the net written and earned premiums, enrollment, the expense 
of administration, and the paid and incurred losses. The report shall also 
include an evaluation of the ability of low income individuals to participate in 
the program. 


History. Compiler’s Notes. 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
§ 1. 2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
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§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
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amended by Acts 2015, ch. 185, § 10, and as 
amended by Acts 2020, ch. 583, § 1, effective 
June 30, 2025. 








56-7-2906. Additional powers and duties — Rules. [Effective until 
June 30, 2025. See the Compiler’s Notes. ] 


The commissioner may, by rule, establish additional powers and duties of 
Access Tennessee and may adopt rules necessary and proper to implement this 
part. The rules shall be promulgated as emergency rules pursuant to § 4-5- 
208. The rules shall be promulgated in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, chapter 5. 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §§ 3, 14(a); 2009, ch. 556, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
§ 12. as amended by Acts 2010, ch. 872, § 1, as 


amended by Acts 2015, ch. 185, § 10, and as 
amended by Acts 2020, ch. 583, § 1, effective 
June 30, 2025. 


Compiler’s Notes. 
Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 


56-7-2907. Audit. [Effective until June 30, 2025. See the Compiler’s 
Notes.] 


The commissioner and the comptroller of the treasury have the authority to 
review and audit the expenditure of funds made under this part. Nothing in 
this section shall limit the authority of the commissioner to ensure that 
program expenditures are maintained within legislative appropriations. 


2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 
amended by Acts 2015, ch. 185, § 10, and as 
amended by Acts 2020, ch. 583, § 1, effective 
June 30, 2025. 


History. 
Acts 2006, ch. 867, §§ 3, 14(a). 


Compiler’s Notes. 

Part 29, §8§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 


56-7-2908. Eligibility for program — Unfair practices. [Effective until 
June 30, 2025. See the Compiler’s Notes.] 


(a) Eligibility for the program operated pursuant to this part shall be limited 
to citizens of the United States, except that individuals satisfying the federally 
defined exceptions contained in 8 U.S.C. § 1622(b) shall also be eligible to 
apply. 

(b) A federally defined eligible individual who has not experienced a 
significant break in coverage and who is and continues to be a resident shall be 
eligible for program coverage. 

(c) To the extent allowed under federal law, the board may establish 
eligibility criteria to provide program coverage for individuals not specified in 
subsection (a). 

(1)(A) In the first twelve (12) months of the program’s operation, the 
criteria shall include, with respect to individuals who are not federally 
defined eligible individuals: 
(i) Arequirement that an individual be a resident of Tennessee for at 
least six (6) months; 
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(ii) A requirement that an individual not have had health insurance 
coverage in the previous six (6) months; 

(iii) A requirement that an individual not have access to health 
insurance coverage at the time of application to the program; 

(iv) A requirement that an individual exhaust any option of continu- 
ation coverage under a group or individual health insurance plan, 
including COBRA continuation coverage; and 

(v) A requirement that the person not have coverage pursuant to 
§ 56-7-2809. 

(B) The board shall establish procedures to verify that the criteria in 
subdivisions (c)(1)(A)(G)-(v) have been met. 

(2) At the end of the first year of the program’s operation, or any time 
thereafter, the board may assess the implementation and impact of the 
eligibility criteria established in subdivision (c)(1) and modify the criteria as 
it deems appropriate. 

(3) The board may establish additional eligibility criteria to provide 
program coverage for individuals who are not federally defined eligible 
individuals. The criteria may include: 

(A) A list of medical or health conditions for which a person shall be 
eligible for program coverage without applying for health insurance; 

(B) Arequirement that an individual be uninsured for a specified period 
of time prior to obtaining program coverage; 

(C) Minimum residency requirements; 

(D) Citizenship requirements; or 

(E) Any other eligibility criteria that the board deems appropriate that 
are not in conflict with this part. 

(d) To the extent allowed under federal law, the board may establish limits 
on the number of individuals covered by the program or the duration of 
program coverage, based on available funding. In determining whether to 
adopt limits, the board shall consider the amount of assessments required 
pursuant to § 56-7-2911(a)(2), and shall attempt to keep the assessments at a 
reasonable level through the adoption of limits, if necessary. 

(e)(1) A person shall not be eligible for coverage through the program, if: 

(A) The person is determined to be eligible for health benefits under 
medicaid; 

(B) The person has previously terminated coverage in the program 
within twelve (12) months of the date that application is made to the 
program, except that this subdivision (e)(1)(B) shall not apply with respect 
to an applicant who is a federally defined eligible individual; 

(C) The person is an inmate or resident of a public institution, except 
that this subdivision (e)(1)(C) shall not apply with respect to an applicant 
who is a federally defined eligible individual; or 

(D) The person has had prior coverage with the program terminated for 
fraud. 

(2) The board may establish additional criteria disqualifying individuals 
for program coverage; provided, that the criteria do not apply to federally 
defined eligible individuals. 

(f) Program coverage shall cease: 
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(1) On the date a person is no longer a resident of Tennessee; 

(2) On the date a person requests coverage to end; 

(3) Upon the death of the covered person; 

(4) On the date state law requires cancellation of the policy; 

(5) At the option of the board, thirty (80) days after the program makes 
any inquiry concerning the person’s eligibility or place of residence to which 
the person does not reply; 

(6) At the option of the board, on a specified number of days after the day 
on which a premium payment for program coverage becomes due, if the 
payment is not made on or before that date; or 

(7) On the date a person becomes eligible for coverage by another plan 
through the person’s spouse or dependent. 

(g) Except under the circumstances described in subsection (e), a person 
who ceases to meet the eligibility requirements of this section may be 
terminated at the end of the policy period for which the necessary premiums 
have been paid. Access Tennessee has the sole discretion to determine that a 
person does not meet the eligibility requirements. 

(h) It shall constitute an unfair practice in the business of insurance, for the 
purposes of §§ 56-8-103 and 56-6-112, for an insurer, insurance producer or 
third party administrator to refer an individual to the program, or arrange for 
an individual to apply to the program, for the purpose of separating that 
individual from group health insurance coverage. A violation of § 56-8-103 
under this section shall be punishable by law as a violation of § 56-8-104. The 
board has the authority and responsibility to adopt policies and procedures 
that effectively implement this subsection (h). The commissioner may impose 
a higher assessment pursuant to § 56-7-2911(a)(2) on any entity determined, 
after appropriate notice and an opportunity for a hearing, to have violated this 
subsection (h). 

(i) Notwithstanding any other provision of this part to the contrary, during 
an initial two-month period to be determined by the board, the commissioner 
may waive any eligibility restriction set forth in statute or adopted by the 
board for any individual disenrolled from the TennCare standard category on 
or after August 1, 2005. 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
§§ 1, 5. as amended by Acts 2010, ch. 872, § 1, as 


aE amended by Acts 2015, ch. 185, § 10, and as 
We aereas Aree — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § 1, effective 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 


56-7-2909. Administration of the program. [Effective until June 30, 
2025. See the Compiler’s Notes.] 


(a) The board shall provide for administration of the program by electing, in 
its plan of operation, to have the program administered in either or both of the 
following manners: 

(1) By the commissioner; or 
(2) By using a competitive procurement process to select one (1) or more 
insurers or third party administrators to administer the program. 
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(b) If the board elects to use a competitive procurement process to select an 
insurer or administrator, the board shall evaluate proposals submitted based 
on criteria established by the board, which shall include, but need not be 
limited to: 

(1) The insurer’s or administrator’s demonstrated ability to handle health 
insurance coverage for individuals; 

(2) The efficiency and timeliness of the insurer’s or sere s claim 
processing and payment procedures; 

(3) The fees proposed to discharge the insurer’s or administrator’s 
responsibility; 

(4) The insurer’s or administrator’s ability to apply effective cost contain- 
ment programs and procedures and to administer the program in a cost- 
efficient manner; 

(5) The insurer’s or administrator’s ability to implement effective disease 
and/or case management programs; 

(6) The availability of a network of providers for the program; and 

(7) The financial condition and stability of the insurer or administrator. 
(c) Acontracted insurer or administrator shall serve for a period specified in 

the contract between Access Tennessee and the selected insurer or adminis- 
trator, subject to removal for cause and subject to any terms, conditions, and 
limitations of the contract. 

(d) At least one (1) year prior to the expiration of each period of service by 
a selected insurer or administrator, the board shall invite eligible entities, 
including the current insurer or administrator, to submit proposals to serve for 
the succeeding period. Selection of the succeeding insurer or administrator 
shall be made at least six (6) months prior to the end of the current period. 

(e) An insurer or administrator shall perform functions relating to the 
program that may be assigned to it, including: 

(1) Determination of eligibility and collection of information regarding 
unfair referrals; 

(2) Payment of claims based on rates established by the insurer or 
administrator; 

(3) Establishment of a premium billing procedure for collection of premi- 
ums from persons covered under the program; 

(4) Making available information relating to the proper manner of sub- 
mitting a claim for payments and distribution forms upon which submission 
shall be made; and 

(5) Performance of other functions necessary to assure timely payment of 
benefits to providers of services to persons covered under the program. 

(f) An insurer or administrator shall submit regular reports to Access 
Tennessee, as required by the board regarding the operation of the program. 
The frequency, content, and form of the report shall be specified in the contract 
between Access Tennessee and the insurer or administrator. 

(g) Following the close of each calendar year, the insurer or administrator 
shall determine net written and earned premiums, other state or federal 
funding received by the program, the expense of administration, and the paid 
and incurred losses for the year, taking into account investment income and 
other appropriate gains and losses. The administrator shall report this 
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information to the board, the department and the comptroller of the treasury 
on a form prescribed by the commissioner. 

(h) A contracted insurer or administrator shall be paid as provided in the 
contract between Access Tennessee and the contractor. 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
§§ 1, 6. as amended by Acts 2010, ch. 872, § 1, as 


Compiler’s Notes. amended by Acts 2015, ch. 185, § 10, and as 
Part 29, §§ 56-7-2901 — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § 1, effective 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 


56-7-2910. Offering of coverage options — Exclusion of charges and 
expenses — Availability of third party payment — Recov- 
ery of ineligible benefits paid. [Effective until June 30, 
2025. See the Compiler’s Notes.] 


(a) The program shall offer at least one (1) form of coverage to each eligible 
person. Coverage may be modeled after one (1) of the healthcare options 
offered to state employees pursuant to § 8-27-201, [repealed and reenacted; 
See Compiler’s Notes.] or may combine a health savings account with a high 
deductible health plan. Coverage may also be obtained through the commercial 
market. The board may adopt other coverage options as appropriate. 

(b) The board, with the approval of the commissioner, shall establish: 

(1) The coverage to be provided by each option; 
(2) The applicable schedule of benefits; and 
(3) Any exclusions to coverage and other limitations. 

(c) In establishing subsection (b), the board shall take into consideration the 
levels of health insurance coverage provided in the state and medical economic 
factors as may be deemed appropriate, and shall promulgate benefit levels, 
deductibles, coinsurance factors, exclusions, and limitations determined to be 
generally reflective of and commensurate with health insurance coverage 
provided through a representative number of large employers in Tennessee. 

(d) The coverage options offered by the program shall not be required to 
provide the mandated coverage or the mandated offers of coverage required 
pursuant to part 23, 24, 25 or 26 of this chapter. 

(e) Program coverage may exclude charges or expenses incurred during a 
period of time not to exceed twelve (12) months following the effective date of 
coverage, as to any condition that, during a period not to exceed six (6) months 
immediately preceding the effective date of coverage, had manifested itself in 
such a manner as would cause an ordinarily prudent person to seek diagnosis, 
care or treatment or for which medical advice, care or treatment was 
recommended or received as to the condition. The preexisting condition 
exclusion shall be waived to the extent to which similar exclusions, if any, have 
been satisfied under any prior health insurance coverage that was involun- 
tarily terminated, if the application for program coverage is made not later 
than sixty-three (63) days following the involuntary termination. In that case, 
coverage in the program shall be effective from the date on which the prior 
coverage was terminated. The exclusions may not be applied to a federally 
defined eligible individual. 
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(f) Access Tennessee shall have a cause of action against an eligible person 
for the recovery of the amount of benefits paid that are not for covered 
expenses. Benefits due from the program may be reduced or refused as a set-off 
against any amount recoverable under this subsection (f). 

(g) Nothing in this part shall be construed to prohibit Access Tennessee from 
issuing additional types of health insurance policies with different types of 
benefits that, in the opinion of the board, may be of benefit to those individuals 
otherwise eligible for coverage. 

(h) Notwithstanding this part to the contrary, no person shall be eligible for 
coverage through the program who is not already enrolled in the program prior 
to April 22, 2015. 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §$ 3, 14(a); 2015, ch. 185, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
8$ 1.758, Wi. as amended by Acts 2010, ch. 872, § 1, as 


*1 9 amended by Acts 2015, ch. 185, § 10, and as 
Sat aie Beste oe — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § 1, effective 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 


56-7-2911. Funding. [Effective until June 30, 2025. See the Compiler’s 
Notes. | 


(a) The program shall be funded in the manner set forth as follows: 
(1) Premiums. 

(A) The board shall establish premium rates for program coverage as 
provided in subdivision (1)(B). Separate schedules of premium rates based 
on age, tobacco use and weight may apply for individual risks. Premium 
rates and schedules shall be submitted to the commissioner for approval 
prior to use. 

(B) The board, with the assistance of the commissioner, shall determine 
a standard risk rate by considering the premium rates charged by other 
insurers offering health insurance coverage to individuals. The standard 
risk rate shall be established using reasonable actuarial techniques, and 
shall reflect anticipated experience and expenses for the coverage. Initial 
rates for program coverage shall not be less than one hundred fifty percent 
(150%) of rates established as applicable for individual standard risks. 
Subject to the limits provided in this subdivision (a)(1)(B), subsequent 
rates shall be established to provide fully for the expected costs of claims, 
including recovery of prior losses, expenses of operation, investment 
income of claim reserves, and any other cost factors subject to the 
limitations described herein. In no event shall program rates exceed two 
hundred percent (200%) of rates applicable to individual standard risks. 

(C) Following the close of each fiscal year, the commissioner shall 
prepare a report analyzing the program’s projected revenues and expen- 
ditures and funding requirements. The commissioner shall present this 
report, together with the board’s comments, to the governor with a 
recommendation for the funding of the program. 

(2) Sources of Additional Revenue. 

(A) The deficit incurred by the program, reported by the insurer or 

administrator pursuant to § 56-7-2909(g), shall be funded through state 
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appropriations and an assessment on insurers, insurance arrangements 
and third party administrators. 

(B) The board is authorized to determine the amount and allocation of 
any assessments and advance interim assessments on insurers, insurance 
arrangements and third party administrators in accordance with this 
section and subject to approval by the commissioner. The commissioner 
shall have the authority to assess insurers, insurance arrangements, and 
third party administrators, and to make advance interim assessments as 
may be reasonable and necessary for the program’s organizational and 
interim operating expenses. Any interim assessments are to be credited as 
offsets against any regular assessments due following the close of the 
fiscal year. The assessments must be presented to the department of 
commerce and insurance to advise whether the assessment will create a 
hazardous operational or financial condition for the insurer, insurance 
arrangement, or third party administrator. 

(C) The assessment for each individual insurer, insurance arrangement 
and third party administrator shall be determined by multiplying the total 
assessment of all insurers, insurance arrangements and third party 
administrators as determined in subdivision (a)(2)(B) by a fraction, the 
numerator of which equals the number of individuals in Tennessee 
covered by each individual insurer, insurance arrangement and third 
party administrator, and the denominator of which equals the total 
number of all individuals in Tennessee covered by insurers, insurance 
arrangements and third party administrators, all determined as of the end 
of the prior calendar year. 

(D) The board shall make reasonable efforts designed to ensure that 
each individual covered by insurers, insurance arrangements and third 
party administrators is counted only once with respect to any assessment. 
For that purpose, the board shall: 

(i) Require each insurer and insurance arrangement that obtains 
excess or stop loss insurance to include in its count of insured individu- 
als all individuals whose coverage is reinsured, including by way of 
excess or stop loss coverage, in whole or part; 

(ii) Require each insurer and insurance arrangement that contracts 
with a third party administrator to include in its count of insured 
individuals all individuals whose coverage is administered in whole or 
part by a third party administrator; 

(iii) Require each insurer that is an excess or stop loss insurer to 
include in its count of insured individuals all individuals covered 
through an insurance arrangement; 

(iv) Require each third party administrator to include in its count of 
insured individuals all individuals covered through an insurance 
arrangement; 

(v) Permit an insurer who is an excess or stop loss insurer to exclude 
from its number of insured individuals those who have been counted by 
the primary insurer or by the primary reinsurer or primary excess or 
stop loss insurer for the purpose of determining its assessment under 
this subdivision (a)(2); 
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(vi) Permit a third party administrator to exclude from its number of 
insured individuals those who have been counted by an insurer; and 

(vii) Permit an insurance arrangement to exclude from its number of 
insured individuals those who have been counted by an excess or stop 
loss insurer or third party administrator. 

(E) The amount of the assessment of each insurer, insurance arrange- 
ment or third party administrator shall be determined by the board based 
on annual statements and other reports deemed to be necessary by the 
board and filed by the participating insurer with the board or through 
other reporting mechanisms established by the department of commerce 
and insurance. The board may use any reasonable method of estimating 
the number of individuals covered by an insurer or insurance arrange- 
ment if the specific number is unknown. With respect to insurers that are 
reinsurers or excess or stop loss insurers, the board may use any 
reasonable method of estimating the number of persons insured by each 
reinsurer or excess or stop loss insurer. The commissioner shall approve 
and may make modifications to the board’s determination of amounts and 
allocations of the assessments, and shall have the authority to issue and 
collect the assessments. 

(F) An insurer, insurance arrangement or third party administrator 
may petition the commissioner for an abatement or deferment of all or 
part of an assessment imposed pursuant to this section. The commis- 
sioner, in consultation with the commissioner of commerce and insurance, 
may abate or defer, in whole or in part, the assessment if, in the opinion 
of the commissioner, payments of the assessment would endanger the 
ability of the insurer, insurance arrangement or third party administrator 
to fulfill its contractual obligations. In the event an assessment against an 
insurer, insurance arrangement or third party administrator is abated or 
deferred in whole or in part, the amount by which the assessment is 
abated or deferred may be assessed against the other insurers, insurance 
arrangements and third party administrators in a manner consistent with 
the basis for assessments set forth in this subsection (a). The insurer, 
insurance arrangement or third party administrator receiving the abate- 
ment or deferment shall remain liable to the program for the deficiency for 
four (4) years. 

(b) The board shall operate the program in a manner so that the 
estimated cost of providing health insurance coverage during any fiscal year 
will not exceed total income the program expects to receive from policy 
premiums, assessments, funds appropriated by the state legislature, and 
moneys received under subsection (c). After determining the amount of funds 
appropriated to it for a fiscal year, the board shall estimate the number of 
new policies it believes the program has the financial capacity to insure 
during that year so that costs do not exceed income. The board shall take 
steps necessary to assure that program enrollment does not exceed the 
number of residents it has estimated it has the financial capacity to insure. 

(c) The board may make application for any federal grants or other federal 
sources under which the program may be eligible to receive moneys. 

(d) Program Fund. 
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(1) The Access Tennessee health insurance program fund shall be 
established as a separate account in the state treasury. 

(2) Moneys in the fund, including interest earned on the moneys, shall 
be invested by the state treasurer, pursuant to §§ 9-4-602 and 9-4-6083 for 
the sole benefit of the fund. 

(3) Any moneys remaining in the fund at the end of the fiscal year shall 
not revert to the general fund, but shall be brought forward to the next 
fiscal year for the exclusive benefit of the fund’s payment of future 
expenses. _ 

(4) The fund shall be subject to audit by the comptroller of the treasury. 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §§ 3, 14(a); 2015, ch. 185, 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
§o1, 9. as amended by Acts 2010, ch. 872, § 1, as 


Compiler’s Notes. amended by Acts 2015, ch. 185, § 10, and as 
Part 29, §§ 56-7-2901 — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § 1, effective 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 


56-7-2912. Fraud and abuse. [Effective until June 30, 2025. See the 
Compiler’s Notes. ] 


The office of inspector general, created pursuant to § 71-5-2502, shall have 
the authority to investigate civil and criminal fraud and abuse of Access 
Tennessee, or any other violations of state criminal law related to the operation 
of the program. The powers of the office of inspector general set forth in 
§§ 71-5-2501 — 72-5-2512 relating to the investigation of fraud and abuse in 
the TennCare program shall also be applicable to its investigation of fraud and 
abuse of Access Tennessee. 


History. 2006, is repealed by Acts 2006, ch. 867, § 14(a), 

Acts 2006, ch. 867, §§ 3, 14(a). as amended by Acts 2010, ch. 872, § 1, as 
j amended by Acts 2015, ch. 185, § 10, and as 
amended by Acts 2020, ch. 588, § 1, effective 
June 30, 2025. 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 


56-7-2913. Federal funding. [Effective until June 30, 2025. See the 
Compiler’s Notes.|] 


Notwithstanding any law to the contrary, if the state determines not to apply 
for or accept federal funding for the purposes of this part, any provisions of this 
part, including any eligibility requirements regarding federally defined eligible 
individuals as set forth in § 56-7-2908 of this part, would not be subject to nor 
would the state or board have to comply with any federal requirements 
mandated as a result of the acceptance of the federal funds. 


History. § 1), concerning the Access Tennessee Act of 
Acts 2006, ch. 867, §§ 3, 14(a). 2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 

Compiler’s Notes. amended by Acts 2015, ch. 185, § 10, and as 


Part 29, §8§ 56-7-2901 — 56-7-2916 (Acts amended by Acts 2020, ch. 583, § 1, effective 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, June 30, 2025. 
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56-7-2914. Legislative review. [Effective until June 30, 2025. See the 


Compiler’s Notes.] 


This part shall be reviewed annually by the commerce and labor committee 
of the senate, the insurance committee of the house of representatives, the 
finance, ways and means committee of the senate and the finance, ways and 
means committee of the house of representatives, and these committees shall 


recommend necessary changes to the governor and the general assembly. 


History. 
Acts 2006, ch. 867, §§ 10, 14(a); 2013, ch. 
236; 8. 175.2019. ch. $455.5 137; 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 


amended by Acts 2015, ch. 185, § 10, and as 
amended by Acts 2020, ch. 583, § 1, effective 
June 30, 2025. 


Amendments. 
The 2019 amendment deleted “and banking” 
following “the insurance”. 


Effective Dates. 
Acts 2019, ch. 345, § 148. May 10, 2019. 


56-7-2916. Repealer. [Effective until June 30, 2025. See the Compiler’s 


Notes. | 


This part shall be repealed on June 30, 2025. 


History. 
Acts 2006, ch. 867, § 3; 2010, ch. 872, § 1; 
2015, ch. 185, § 10; 2020, ch. 583, § 1. 


Compiler’s Notes. 

Part 29, §§ 56-7-2901 — 56-7-2916 (Acts 
2006, ch. 867, § 3, 10, 14(a), (b); 2010, ch. 872, 
§ 1), concerning the Access Tennessee Act of 
2006, is repealed by Acts 2006, ch. 867, § 14(a), 
as amended by Acts 2010, ch. 872, § 1, as 


amended by Acts 2015, ch. 185, § 10, and as 
amended by Acts 2020, ch. 583, § 1, effective 
June 30, 2025. 


Amendments. 
The 2020 amendment substituted “June 30, 
2025” for “June 30, 2020”. 


Effective Dates. 
Acts 2020, ch. 588, § 2. March 19, 2020. 


PART 31 
PHARMACY BENEFITS MANAGERS 


56-7-3103. Audit of records of pharmacist or pharmacy. 


(a) When an audit of records of a pharmacist or pharmacy is conducted by a 
covered entity, a pharmacy benefits manager, the state or its political subdi- 
visions, or any other entity representing the same, it shall be conducted in the 


following manner: 


(1) Written notice shall be given to the pharmacist or pharmacy at least 
two (2) weeks prior to conducting the initial on-site audit for each audit cycle; 
(2) Any audit performed under this section that involves clinical or 
professional judgment shall be conducted in consultation with a pharmacist 
who has knowledge of the Tennessee Pharmacy Practice Act, compiled in 


title 63, chapter 10, parts 2-4; 


(3) Any clerical or recordkeeping error identified during an audit, such as 
a typographical error, scrivener’s error, Omission, or computer error, does 
not, in and of itself, constitute fraud or intentional misrepresentation and 
must not be the basis of a recoupment unless the error results in an actual 


ee 
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overpayment to the pharmacy or the wrong medication being dispensed to 
the patient. Notwithstanding any other law to the contrary, no such claim is 
subject to criminal penalties without proof of intent to commit fraud; 

(4) A pharmacist or pharmacy may use the records of a hospital, physi- 
cian, or other authorized practitioner of the healing arts for drugs or medical 
supplies written or transmitted by any means of communication for pur- 
poses of validating pharmacy records with respect to orders or refills of a 
legend or narcotic drug; 

(5) A finding of overpayment or underpayment may be a projection based 
on the number of patients served having a similar diagnosis or on the 
number of similar orders or refills for similar drugs; however, recoupment of 
claims must be based on the actual overpayment or underpayment, unless 
the projection for overpayment or underpayment is part of a settlement as 
agreed to by the pharmacist or pharmacy; 

(6) Each pharmacist or pharmacy shall be audited under the standards 
and parameters as other similarly situated pharmacists or pharmacies 
audited by a covered entity, a pharmacy benefits manager, the state or its 
political subdivisions, or any other entity representing the same; 

(7) A pharmacist or pharmacy must be allowed the length of time 
described in the pharmacist’s or pharmacy’s contract or provider manual, 
whichever is applicable, which must not be less than thirty (30) days, 
following receipt of the preliminary audit report in which to produce 
documentation to address any discrepancy found during an audit. A phar- 
macist or pharmacy may correct a clerical or recordkeeping error by 
submitting an amended claim during the designated time frame if the 
prescription was dispensed according to the requirements of state and 
federal law. If the pharmacist’s or pharmacy’s contract or provider manual 
does not specify the allowed length of time for the pharmacist or pharmacy 
to address any discrepancy found in the audit following receipt of the 
preliminary report, then that pharmacist or pharmacy must be allowed no 
less than thirty (30) days following receipt of the preliminary audit report to 
respond and produce documentation; 

(8) The period covered by an audit may not exceed two (2) years from the 
date the claim was submitted to or adjudicated by a covered entity, a 
pharmacy benefits manager, the state or its political subdivisions, or any 
other entity representing the same, except this subdivision (a)(8) shall not 
apply where a longer period is required by any federal rule or law; 

(9) An audit shall not be initiated or scheduled during the first seven (7) 
calendar days of any month due to the high volume of prescriptions filled 
during that time, unless otherwise consented to by the pharmacist or 
pharmacy; 

(10) The preliminary audit report must be delivered to the pharmacist or 
pharmacy within one hundred twenty (120) days after conclusion of the 
audit. A final audit report shall be delivered to the pharmacist or pharmacy 
within six (6) months after receipt of the preliminary audit report or final 
appeal, whichever is later; 

(11) Notwithstanding any other law to the contrary, any audit of a 
pharmacist or pharmacy shall not use the accounting practice of extrapola- 
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tion in calculating recoupments or penalties for audits; and 
(12) Any recoupment related to clerical or recordkeeping errors must not 
include the cost of the drug or dispensed product, except in cases of the 
following: 
(A) Fraud or other intentional and willful misrepresentation; 
(B) Dispensing in excess of the pharmacy benefits contract established 
by the plan sponsor; or 
(C) Prescriptions not filled in accordance with the prescriber’s order. 

(b) Recoupments of any disputed funds shall only occur after final internal 
disposition of the audit, including the appeal process as set forth in subsection 
(c). 

(c) Each pharmacy benefits manager, as defined in § 56-7-3102, conducting 
an audit shall establish an appeals process under which a pharmacist or 
pharmacy may appeal an unfavorable preliminary audit report to the phar- 
macy benefits manager on whose behalf the audit was conducted. The 
pharmacy benefits manager conducting any audit shall provide to the phar- 
macist or pharmacy, before or at the time of delivery of the preliminary audit 
report, a written explanation of the appeals process, including the name, 
address and telephone number of the person to whom an appeal should be 
addressed. If, following the appeal, it is determined that an unfavorable audit 
report or any portion of the audit report is unsubstantiated, the audit report or 
the portion shall be dismissed without the necessity of further proceedings. 

(d) A pharmacy provider may use any prescription that meets the require- 
ments of being a legal prescription as defined by applicable Tennessee law to 
validate claims submitted for reimbursement for dispensing of original and 
refill prescriptions, or changes made to prescriptions. 

(e) Auditors are permitted to enter the prescription department when 
accompanied by or authorized by a member of the pharmacy staff. During the 
auditing process, auditors shall not disrupt the provision of services to the 
pharmacy’s customers. 

(f) Ademand for recoupment, repayment or offset against future reimburse- 
ment for an overpayment on a claim for dispensing of an original or refill 
prescription shall not include the dispensing fee, unless the prescription that 
is the subject of the claim was not actually dispensed, was not valid, was 
fraudulent, or was outside the contract. This subsection (f) shall not apply 
where a pharmacy is requested, pursuant to a contractual provision or to 
§ 56-7-2362(b) or § 56-32-138(b), to correct an error in a claim submitted in 
good faith. 

(g) Audit information from an audit conducted by one pharmacy benefits 
manager shall not be shared with or utilized by another pharmacy benefits 
manager. This subsection (g) shall not apply to an investigative audit that is 
believed by the pharmacy benefits manager to involve fraud or willful 
misrepresentation. 

(h) Unless otherwise agreed to by contract, no audit finding or demand for 
recoupment, repayment or offset against future reimbursement shall be made 
for any claim for dispensing of an original or refill prescription for the reason 
of information missing from a prescription or for information not placed in a 
particular location on a prescription when the information or location of the 
information is not required or specified by federal or state law. 
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(i) In the event the actual quantity dispensed on a valid prescription for a 
covered beneficiary exceeds the allowable maximum days supply of the product 
as defined in the applicable pharmacy benefit provider agreement, the amount 
allowed to be recouped, repaid or offset against future reimbursement shall be 
limited to an amount that is calculated based on the quantity of the product 
dispensed found to be in excess of the allowed days supply quantity and using 
the cost of the product as reflected on the original claim. 

(j) A pharmacy provider shall be allowed to dispense and shall be reim- 
bursed for the full quantity of the smallest available commercially packaged 
product, including, but not limited to, eye drops, insulin, and topical products, 
which contains the total amount that is required to be dispensed to meet the 
days supply ordered by the prescriber, even if the full quantity of the 
commercially prepared package exceeds the maximum days supply allowed. 

(k) The highest daily total dose which may be utilized by the patient 
pursuant to the prescriber’s directions shall be used to make a determination 
of the days supply. For prescriptions having a titrated dose schedule, the 
schedule shall be used to determine the days supply. 

(1) Subsections (d)-(k) shall not apply to any investigative audit that 
involves allegations of fraud or willful misrepresentation. 














: History. 
Acts 2007, ch. 224,§ 1; 2011, ch.'289,'$ 2; 
} 2019, ch. 470, §§ 1-3. 


Compiler’s Notes. 

| Acts 2019, ch. 470, § 5 provided that the act 
applies to agreements entered into, amended, 

or renewed on or after July 1, 2019. 


Amendments. 
| The 2019 amendment rewrote (a)(3) which 
|} read: “(3) Any clerical or recordkeeping error, 
such as a typographical error, scrivener’s error, 
or computer error, regarding a required docu- 
| ment or record may not, in and of itself, consti- 


tute fraud; however, the claims may be subject 
to recoupment. Notwithstanding any other law 
to the contrary, no such claim shall be subject to 
criminal penalties without proof of intent to 
commit fraud;”; in (a)(7), substituted “must” for 
“shall” twice in the first sentence, added the 
second sentence, and substituted “then that 
pharmacist or pharmacy must be allowed no 
less than thirty (30) days” for “that pharmacist 
or pharmacy shall be allowed at least thirty 
(30) days” in the last sentence; and added 
(a)(12). 


Effective Dates. 
Acts 2019, ch. 470, § 5. July 1, 2019. 


| 56-7-3113. Licensure as pharmacy benefits manager. 


(a) No person or entity shall administer the medication or device portion of 
| pharmacy benefits coverage provided by a covered entity or otherwise act as a 
| pharmacy benefits manager in this state unless the person or entity has 
| obtained licensure through the department of commerce and insurance. 
| (b) To obtain licensure as a pharmacy benefits manager, the person or entity 

must demonstrate to the department that the person or entity: 

(1) Is authorized to transact business in this state; 

(2) Is financially responsible, as determined by the department; and 

(3) Has not had a prior license to be a pharmacy benefits manager denied 
for cause or revoked by the department within five (5) years of the date on 


which licensure is sought. 


(c)(1) In addition to the showing required by subsection (b), a person or entity 
seeking licensure as a pharmacy benefits manager shall also provide the 
following information to the department: 
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(A) The person or entity’s name, address, telephone number, email 
address, and website address; and 

(B) Ifthe licensure is sought for an entity, the name, address, telephone 
number, and email address for a contact person. 

(2) Any material changes in the information described in this subsection 
(c) shall be filed with the department within sixty (60) days of the change. 
(d) A person or entity’s license’ as a pharmacy benefits manager shall be 

renewed biennially. 
(e)(1) Any person or entity seeking licensure as a pharmacy benefits 
manager shall pay a fee in the amount of one hundred dollars ($100) to the 
department to obtain the license. Any person or entity seeking renewal of a 
license as a pharmacy benefits manager shall pay a fee in the amount of fifty 
dollars ($50) to renew the license. 

(2) All fees paid pursuant to this section shall be used by the department 

for purposes of administering this section. 
(f)(1) Failure to obtain licensure or renew a license pursuant to this section 
while acting as a pharmacy benefits manager in this state shall constitute a 
violation of this section and shall be punishable by a fine of not less than one 
hundred dollars ($100) nor more than five hundred dollars ($500). 

(2) Any person or entity assessed a fine pursuant to this section or denied 
a license or renewal of a license may appeal the fine or denial pursuant to the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


History. Effective Dates. 
Acts 2018, ch. 838, § 1. Acts 2018, ch. 838, § 2. January 1, 2019. 


56-7-3114. Right to provide information regarding amount of in- 
sured’s cost share of prescription drug. 


A pharmacy or pharmacist has the right to provide an insured information 
regarding the amount of the insured’s cost share for a prescription drug. 
Neither a pharmacy nor a pharmacist shall be penalized by a pharmacy 
benefits manager for discussing any information described in this section or for 
selling a lower priced drug to the insured if one is available. 


History. Effective Dates. 
Acts 2018, ch. 1015, § 3. Acts 2018, ch. 1015, § 4. July 1, 2018. 


56-7-3115. Prohibited charges. 


A covered entity or pharmacy benefits manager shall not charge a pharma- 
cist or a pharmacy a fee related to a claim unless it is apparent at the time of 
claim processing and is reported on the remittance advice of an adjudicated 
claim. This section does not prohibit a covered entity or pharmacy benefits 
manager from entering into an agreement with a pharmacy or pharmacist 
which includes prospective performance-based incentives and increases pay- 
ment to pharmacies or pharmacists. 


History. Compiler’s Notes. 
Acts 2019, ch. 470, § 4. Acts 2019, ch. 470, § 5 provided that the act 
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applies to agreements entered into, amended, Effective Dates. 
or renewed on or after July 1, 2019. Acts 2019, ch. 470, § 5. July 1, 2019. 


56-7-3116. Prohibited terms or conditions in contracts. 


A covered entity or pharmacy benefits manager shall not include any term or 
condition in a contract with a pharmacy or pharmacist that requires a 
pharmacist to dispense a drug or other product to a patient contrary to a 
pharmacist’s professional judgment. 


History. applies to agreements entered into, amended, 
Acts 2019, ch. 470, § 4. or renewed on or after July 1, 2019. 
Compiler’s Notes. Effective Dates. 


Acts 2019, ch. 470, § 5 provided that the act Acts 2019, ch. 470, § 5. July 1, 2019. 


56-7-3117. Disclosure of material changes to contract provisions. 


A covered entity or pharmacy benefits manager shall disclose to a pharmacy 
or pharmacist in its network, at least thirty (30) days before the date the 
change becomes effective, any material change to a contract provision that 
affects the terms of reimbursement, the process for verifying benefits and 
eligibility, the dispute resolution procedure, the procedure for verifying drugs 
included in the formulary, and the procedure for contract termination. Nothing 
in this section prohibits a covered entity or pharmacy benefits manager from 
taking action without notice against a pharmacy or pharmacist in its network 
for a fraudulent claim or service. 


History. applies to agreements entered into, amended, 
Acts 2019, ch. 470, § 4. or renewed on or after July 1, 2019. 
Compiler’s Notes. Effective Dates. 


Acts 2019, ch. 470, § 5 provided that the act Acts 2019, ch. 470, § 5. July 1, 2019. 


56-7-3118. Mutual agreement on terms and conditions for provision of 
pharmacy services — Use of untrue, deceptive, or mislead- 
ing advertisement, etc. prohibited — Effect of removal of 
pharmacist or pharmacy — Pattern or practice of reim- 
bursing pharmacies or pharmacists lesser amount prohib- 
ited. 


(a) Each contract between a covered entity or pharmacy benefits manager 


| and a pharmacist or pharmacy must be mutually agreed upon and must 
| outline the terms and conditions for the provision of pharmacy services. 


(b) A covered entity or pharmacy benefits manager shall not cause or 


| knowingly permit the use of any advertisement, promotion, solicitation, 
| representation, proposal, or offer that is untrue, deceptive, or misleading. 


(c) Removal of a pharmacy or a pharmacist from the network of a covered 


} entity or pharmacy benefits manager does not release the covered entity or 


| pharmacy benefits manager from the obligation to make any payment due to 


the pharmacy or pharmacist for services that have been properly rendered 


| prior to the pharmacy being removed from the network. Properly rendered 
| services do not include any services related to a fraudulent claim or intentional 


| misrepresentation. 
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(d) A covered entity or pharmacy benefits manager shall not engage in a 
pattern or practice of reimbursing pharmacies or pharmacists in this state less 
than the amount that the pharmacy benefits manager reimburses a pharmacy 
benefits manager affiliate for providing the same drug or dispensed product or 
service. 


History. applies to agreements entered into, amended, 
Acts 2019, ch. 470, § 4. or renewed on or after July 1, 2019. 
Compiler’s Notes. Effective Dates. 


Acts 2019, ch. 470, § 5 provided that the act Acts 2019, ch. 470, § 5. July 1, 2019. 


56-7-3119. Dealings with 340B entities — Discrimination against 340B 
entity prohibited. 


(a) Ahealth insurance issuer, managed health insurance issuer as defined in 
§ 56-32-128(a), pharmacy benefits manager, or other third-party payer shall 
not: 

(1) Reimburse a 340B entity for pharmacy-dispensed drugs at a rate 
lower than the rate paid for the same drug by national drug code number to 
pharmacies that are not 340B entities; 

(2) Assess a fee, chargeback, or adjustment upon a 340B entity that is not 
equally assessed on non-340B entities; 

(3) Exclude 340B entities from its network of participating pharmacies 
based on criteria that is not applied to non-340B entities; or 

(4) Require a claim for a drug by national drug code number to include a 
modifier to identify that the drug is a 340B drug. 

(b) With respect to a patient eligible to receive drugs subject to an agree- 
ment under 42 U.S.C. § 256b, a pharmacy benefits manager, or third party 
that makes payment for those drugs, shall not discriminate against a 340B 
entity in a manner that violates § 56-7-2359 or otherwise prevents or 
interferes with the patient’s choice to receive those drugs from the 340B entity. 

(c) Notwithstanding § 56-7-1005, this section does not apply to: 

(1) The TennCare program administered under the Medical Assistance 
Act of 1968, compiled in title 71, chapter 5, part 1, or a successor Medicaid 
program; 

(2) The CoverKids Act of 2006, compiled in title 71, chapter 3, part 11, or 
a successor program; or 

(3) The prescription drug program described in chapter 57 of this title, or 
a successor program. 

(d) As used in this section: 

(1) “340B entity” means a covered entity participating in the federal 340B 
drug discount program, as defined in section 340B of the Public Health 
Service Act, 42 U.S.C. § 256b, including the entity’s pharmacy or pharma- 
cies, or any pharmacy or pharmacies under contract with the 340B covered 
entity to dispense drugs on behalf of the 340B covered entity; and 

(2) “National drug code number” means the unique national drug code 
number that identifies a specific approved drug, its manufacturer, and its 
package presentation. 
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History. Effective Dates. 
Acts 2021, ch. 569, § 1. Acts 2021, ch. 569, § 6. July 1, 2021. 


56-7-3120. Penalty for obtaining prescription drugs from contracted 
pharmacy prohibited — Interference with patient’s right 
to choose contracted pharmacy or contracted provider of 
choice prohibited. 


(a) A pharmacy benefits manager or a covered entity shall not require a 
person covered under a pharmacy benefit contract, that provides coverage for 
prescription drugs, including specialty drugs, to pay an additional fee, higher 
copay, higher coinsurance, second copay, second coinsurance, or other penalty 
when obtaining prescription drugs, including specialty drugs from a contracted 
pharmacy. 

(b) A pharmacy benefits manager or a covered entity shall not interfere with 
the patient’s right to choose a contracted pharmacy or contracted provider of 
choice in a manner that violates § 56-7-2359 or by other means, including 
inducement, steering, or offering financial or other incentives. 


History. Effective Dates. 
Acts 2021, ch. 569, § 2. Acts 2021, ch. 569, § 6. July 1, 2021. 
PART 32 
PHARMACY BENEFITS 


56-7-3201. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Actual reimbursement” means the total amount that a covered entity 
or pharmacy benefits manager determines that a pharmacy or other dis- 
penser will receive consistent with the provider agreement, and is the sum 
of the amount the covered entity or pharmacy benefits manager will pay 
directly to the pharmacy or other dispenser plus any applicable patient 
out-of-pocket cost paid directly by the patient to the pharmacy or other 
dispenser, for dispensing of a particular prescription or providing a covered 
service; 

(2) “Cost sharing requirement” means a copayment, coinsurance, deduct- 
ible, or annual limitation on cost sharing, including, but not limited to, a 
limitation subject to 42 U.S.C. §§ 18022(c) and 300gg-6(b), required by, or on 
behalf of, an enrollee in order to receive a specific healthcare service covered 
by a health plan, including a prescription drug, whether under the medical 
or the pharmacy benefit; 

(3) “Covered entity” means a covered entity as defined in § 56-7-3102; 

(4) “Generic alternative” means a drug that is designated to be therapeu- 
tically equivalent by the United States food and drug administration’s 
Approved Drug Products with Therapeutic Equivalence Evaluations; 

(5) “Pharmacy benefits manager” means a pharmacy benefits manager as 
defined in § 56-7-3102; and 
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(6) “Prescription drug” means a drug that under federal or state law is 
required to be dispensed only pursuant to a prescription order or is restricted 
to use by individuals authorized by law to prescribe drugs. 


History. Amendments. 
Acts 2009, ch. 355, § 1; 2021, ch. 405, § 1. The 2021 amendment added the definitions 
“cost sharing requirement”, “generic alterna- 


. 9 
Rompiler | Notes: tive”, and “prescription drug”. 


Acts 2021, ch. 405, § 3 provided that the act, 
which amended this section, applies to health [Effective Dates. . 
plans entered into, executed, issued, amended, Acts 2021, ch. 405, § 3. July 1, 2021. 
delivered, or renewed on or after July 1, 2021. 


56-7-3205. Calculation of enrollee’s contribution to applicable cost 
sharing requirement. 


(a) When calculating an enrollee’s contribution to an applicable cost sharing 
requirement, an insurer shall include cost sharing amounts paid by the 
enrollee or on behalf of the enrollee by another person. 

(b) Subsection (a) does not apply to a prescription drug for which there is a 
generic alternative, unless the enrollee has obtained access to the brand name 
prescription drug through prior authorization, a step therapy protocol, the 
insurer’s exceptions and appeals process, or as specified in § 53-10-204(a). 


History. plans entered into, executed, issued, amended, 
Acts 2021, ch. 405, § 2. delivered, or renewed on or after July 1, 2021. 
Compiler’s Notes. Effective Dates. 


Acts 2021, ch. 405, § 3 provided that the act, Acts 2021, ch. 405, § 3. July 1, 2021. 
which enacted this section, applies to health 


56-7-3206. Calculation of coinsurance or deductible for prescription 
drug or device based on allowed amount of drug or device 
— Prohibited charges and reimbursements. 


(a) Notwithstanding a law to the contrary, a pharmacy benefits manager or 
a covered entity shall base the calculation of any coinsurance or deductible for 
a prescription drug or device on the allowed amount of the drug or device. For 
purposes of this section, coinsurance or deductible does not mean or include 
copayments. 

(b) Notwithstanding a law to the contrary, a pharmacy benefits manager 
shall not charge a covered entity an amount greater than the reimbursement 
paid by a pharmacy benefits manager to a contracted pharmacy for the 
prescription drug or device. 

(c)(1) Notwithstanding a law to the contrary, and except as otherwise 

provided in this subsection (c), a pharmacy benefits manager shall not 

reimburse a contracted pharmacy for a prescription drug or device an 
amount that is less than the actual cost to that pharmacy for the prescription 
drug or device. 
(2)(A) Subdivision (c)(1) does not apply to a pharmacy benefits manager 
when utilizing a reimbursement methodology that is identical to the 
methodology provided for in the state plan for medical assistance ap- 
proved by the federal centers for medicare and medicaid services. 
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(B) If a pharmacy benefits manager utilizes a reimbursement method- 

ology that is identical to the methodology provided for in the state plan for 
medical assistance approved by the federal centers for medicare and 
medicaid services, then the pharmacy benefits manager shall establish a 
process for a pharmacy to appeal a reimbursement paid at average 
acquisition cost and receive an adjusted payment by providing valid and 
reliable evidence that the reimbursement does not reflect the actual cost to 
the pharmacy for the prescription drug or device. 
(3)(A) Subdivision (c)(1) does not apply to a covered entity or pharmacy 
benefits manager that establishes a clearly defined process through which 
a pharmacy may contest the actual reimbursement received for a particu- 
lar drug or medical product or device. 

(B) If a pharmacy chooses to contest the actual reimbursement cost for 
a particular drug or medical product or device, then the pharmacy has the 
right to designate a pharmacy services administrative organization or 
other agent to file and handle its appeal of the actual reimbursement. 
(4) A covered entity’s or pharmacy benefits manager’s appeals process 

must be approved by the commissioner of commerce and insurance and 
comply with the timing and notice requirements of § 56-7-3108. 

| (d) As used in this section, “allowed amount” means the cost of a prescrip- 
| tion drug or device after applying pharmacy benefits manager or covered entity 
| pricing discounts available at the time of the prescription claim transaction. 


History. Effective Dates. 
Acts 2021, ch. 569, § 3. Acts 2021, ch. 569, § 6. July 1, 2021. 


56-7-3207. Report of benefit percentage. 


A pharmacy benefits manager has a responsibility to report to the plan and 
| the patient any benefit percentage that either are entitled to as a benefit as a 
covered person. 


History. Effective Dates. 
Acts 2021, ch. 569, § 4. Acts 2021, ch. 569, § 6. July 1, 2021. 


56-7-3208. Request for cost, benefit, and coverage data. [Effective on 
January 1, 2022.] 


(a)(L) A covered entity shall, upon request of an enrollee, enrollee’s healthcare 
provider, or authorized third party, furnish the cost, benefit, and coverage 
data described in subsection (b) to the enrollee, the enrollee’s healthcare 
provider, or an authorized third party, and shall ensure that the data is: 
(A) Accurate as of the most recent change to the data that was made 
prior to the date of request; 
(B) Provided in real time; and 
(C) Provided in the same format in which the request is made. 
(2)(A) A request for coverage data must be in a format that uses established 
industry content and transport standards as published by the following: 
(i) A standard developing organization that is accredited by the 
American National Standards Institute, including, but not limited to, 
the National Council for Prescription Drug Programs, ASC X12, and 
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Health Level 7; or 

(it) A relevant governing entity of this state or the federal government, 
including, but not limited to, the federal centers for medicare and 
medicaid services and the office of national coordinator for health 
information technology. 

(B) The following are not acceptable formats for requests for coverage 
data under this section: 

(i) A facsimile; or 
(it) Use of a proprietary payor or patient portal or other electronic 
form. 

(b) A covered entity that receives a request for data that complies with 
subsection (a) shall provide the following data for each drug covered under the 
enrollee’s health plan: 

(1) The enrollee’s eligibility information for the drug; 

(2) A list of any clinically appropriate alternatives to drugs covered under 
the enrollee’s health plan; 

(3) Cost-sharing information for the drugs and the clinically appropriate 
alternatives; and 

(4) Applicable utilization management requirements for the drugs or 
clinically appropriate alternatives, including prior authorization, step 
therapy, quantity limits, and site-of-service restrictions. 

(c) A covered entity that furnishes data as provided in subsection (b) shall 
not: 

(1) Restrict, prohibit, or otherwise hinder a healthcare provider from 
communicating or sharing with the enrollee or enrollee’s authorized 
representative: 

(A) The data set forth in subsection (b); 

(B) Additional information on lower-cost or clinically appropriate alter- 
native drugs, whether or not the drugs are covered under the enrollee’s 
plan; or 

(C) Additional payment or cost-sharing information that may reduce the 
patient’s out-of-pocket costs, such as cash price or patient assistance, and 
support programs sponsored by a manufacturer, foundation, or other 
entity; 

(2) Except as may be required by law, interfere with, prevent, or materially 
discourage access to, exchange of, or the use of the data set forth in subsection 
(b), including: 

(A) Charging fees; 

(B) Failing to respond to a request at the time made when such a 
response is reasonably possible; 

(C) Implementing technology in nonstandard ways; or 

(D) Instituting requirements, processes, policies, procedures, or renewals 
that are likely to substantially increase the complexity or burden of 
accessing, exchanging, or using the data; or 
(3) Penalize a healthcare provider for: 

(A) Disclosing the information described in subdivision (c)(1) to an 
enrollee; or 

(B) Prescribing, administering, or ordering a clinically appropriate or 
lower-cost alternative drug. 
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History. 
Acts 2021, ch. 569, § 5. 
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Effective Dates. 
Acts 2021, ch. 569, § 6. January 1, 2022. 


PART 33 
CONTRACTS WITH HEALTH CARE PROVIDERS 


56-7-3302. Clear identification of material changes to provider 


manual. 


(a)(1) A health insurance entity shall provide notice to a healthcare provider 
of any material change made in the sole discretion of the insurance entity to 
the entity’s previously released provider manual or a reimbursement rule 
and policy at least sixty (60) days prior to the effective date of the change, 
and the health insurance entity shall ensure that any such material change 
is Clearly identified in the following manner: 
(A) Disclosing or identifying the change in the provider manual through 
the use of bold print or a font, or both, with the bold print or font being the 
same or larger size as the font generally used throughout the policy or 


manual; and 


(B) Disclosing or identifying the change in the reimbursement rules 
and policies and the effective date of the change through the use of a 
separately categorized communication to the provider. 

(2) Any disclosures required under this subsection (a) may be distributed 


by either: 


(A) An internet web-accessible section associated with a web-accessible 
current version of the provider manual or reimbursement rules and 


policies; or 


(B) Written communication sent to a dedicated email address or as 


stipulated in the contract between the provider and the health insurance 
entity. The provider shall submit to the health insurance entity a dedi- 
cated email address to receive the disclosures required by this subsection 


(a). 


(b) Notwithstanding any law to the contrary, nothing in this part shall apply 
to the TennCare program or any successor Medicaid program provided for in 
title 71, chapter 5; the CoverKids Act of 2006, compiled in title 71, chapter 3, 
part 11; the Access Tennessee Act of 2006, compiled in part 29 of this chapter; 
any other plan managed by the health care finance administration division of 
the department of finance and administration or any successor division or 
department; or the group insurance plans offered under title 8, chapter 27; or 
a contract between a healthcare provider and the state or federal government 
or their agencies for health services provided through Medicare. 


History. 
Acts 2009, ch. 334, § 3; 2017, ch. 88, § 1. 


Compiler’s Notes. 

Act 2017, ch. 88, § 5 provided that the act, 
which amended this section, shall apply to all 
contracts existing on January 1, 2019, and to 
all contracts entered into or renewed after 
January 1, 2019. 


Amendments. 

The 2017 amendment, effective January 1, 
2019, rewrote the section which read: “A health 
insurance entity shall ensure that any material 
change to the entity’s previously-released pro- 
vider manual shall be clearly identified in the 
following manner: 

“(1) Disclosing or identifying the change 
through the use of bold print or a font, or both, 
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the bold print and a font being the same or 
larger size as the font generally used through- 
out the provider manual; an 

“(2) Disclosing or identifying the change 
through the use of a separately categorized 
communication associated with quarterly or 
annual updates to the provider manual and 
distributed via: 

“(A) Compact discs or other downloadable 
electronic media; 
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“(B) An Internet web-accessible section asso- 
ciated with a web-accessible current version of 
the provider manual; or 

“(C) Written communication mailed directly 
to providers.” 


Effective Dates. 
Acts 2017, ch. 88, § 5. January 1, 2019. 


PART 34 
UNCLAIMED LIFE INSURANCE BENEFITS ACT 


56-7-3402. Construction with Uniform Unclaimed Property Act. 


Nothing in this part shall supersede the Uniform Unclaimed Property Act, 


compiled in title 66, chapter 29, part 1. 


History. 
Acts 2014, ch. 974, § 1; 2017, ch. 457, § 2. 


Amendments. 

The 2017 amendment substituted “Uniform 
Unclaimed Property Act” for “Uniform Disposi- 
tion of Unclaimed Property Act”. 


Effective Dates. 

Acts 2017, ch. 457, § 7. July 1, 2017; pro- 
vided that, for purposes of promulgating rules, 
the act took effect May 25, 2017. 


56-7-3404. Semiannual comparison of in-force policies, annuities, and 
account owners against death master file — Applicability 
of requirement — Actions by insurer upon learning of 


possible death — Disclosure of information to persons 
assisting in location of beneficiaries — Disposition of 
benefits. 


(a)(1) To the extent that an insurer’s records of its in-force policies, annuities, 
and account owners are available electronically, an insurer shall perform a 
comparison of such in-force policies, annuities, and account owners against 
a death master file, on a semi-annual basis, to identify potential death 
master file matches. To the extent that an insurer’s records of its in-force 
policies, annuities, and account owners are not available electronically, an 
insurer shall perform a comparison of such in-force policies, annuities, and 
account owners against a death master file, on a semi-annual basis, to 
identify potential death master file matches, using the records most easily 
accessible by the insurer. 

(2) This section shall not apply to policies or annuities for which the 
insurer has received premiums from outside the policy value, by check, bank 
draft, payroll deduction, or any other similar method of active premium 
payment, within the eighteen (18) months immediately preceding the death 
master file comparison. 

(3) An insurer may comply with the requirements of this section by using 
the full death master file once and thereafter using the death master file 
update files for future comparisons. 
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(4) An insurer that has not engaged in asymmetric conduct prior to July 
1, 2015, shall not be required to comply with the requirements of this section 
with respect to any policies, annuities or retained asset accounts issued or 
delivered prior to July 1, 2015; provided, however, that an insurer, regard- 
less of whether it has engaged in asymmetric conduct, shall comply with the 
requirements of this section for all policies, annuities, or retained asset 
accounts issued after July 1, 2015. 

(5) The comparison required by this section shall not be applicable to 
group life insurance policies for which the insurer does not perform record 
keeping services. 

(b) If an insurer learns of the possible death of a person, through a DMF 
match or otherwise, then the insurer shall within ninety (90) days complete a 
good faith effort, which shall be documented by the insurer, to: 

(1) Confirm the death of such person against other available records and 
information; 

(2) Review its records to determine whether such deceased person had 
purchased any other products with the insurer; 

(3) Determine whether benefits may be due in accordance with any 
applicable policy, annuity, or retained asset account; 

(4) Locate the beneficiary or beneficiaries; and 

(5) Provide the appropriate claims forms or instructions to the beneficiary 
to make a claim, and notify the beneficiary of the actions necessary to submit 

a valid claim. 

(c) Except as prohibited by law, an insurer may disclose only the minimum 
necessary identifying personal information about such an insured, annuitant, 
account owner or beneficiary to a person who the insurer reasonably believes 
may be able to assist the insurer in locating the beneficiary or a person 
otherwise entitled to payment of the claims proceeds. 

(d) In the event an insurer is unable to confirm the death of a person 
following a DMF match, an insurer may determine that no further good faith 
efforts, as described in subsection (b), are required of it with respect to such 
policy, annuity or retained asset account. 

(e) An insurer or its service provider shall not charge any beneficiary or 
other person who may be entitled to benefits any fees or costs associated with 
a DMF search or the verification of a DMF match conducted pursuant to this 
section. 

(f) The benefits from life insurance policies, annuities or retained asset 
accounts, plus any applicable accrued contractual interest, shall first be 
payable to the beneficiaries or account owners as provided for in such policies, 
annuities or retained asset accounts, and in the event said beneficiaries or 
account owners cannot be found, shall escheat to the state as unclaimed 
property under title 66, chapter 29, part 1. 

(g) The commissioner may exempt an insurer from the DMF comparisons 
required under subsection (a) if the insurer demonstrates to the commission- 
er’s satisfaction that compliance would result in hardship to the insurer. 

(h) Nothing in this section limits an insurer from requiring a valid death 
certificate as part of any claims validation process or otherwise requiring 
compliance with the terms and conditions of the policy or annuity relative to 
filing and payment of claims. 
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History. Effective Dates. 
Acts 2014, ch. 974, § 1; 2017, ch. 457, § 3. Acts 2017, ch. 457, § 7. July 1, 2017; pro- 
vided that, for purposes of promulgating rules, 


Amendments. the act took effect May 25, 2017. 


The 2017 amendment substituted “un- 
claimed property under title 66, chapter 29, 
part 1” for “unclaimed property pursuant to 
§ 66-29-105” at the end of (f). 


56-7-3406. Remittance of proceeds of unclaimed policy, annuity or 
retained asset account to state. 


(a) An insurer is authorized in its discretion, but is not required, to report 
and remit the proceeds of an unclaimed policy, annuity, or retained asset 
account to the appropriate state when the insurer, through good faith efforts as 
evidenced by appropriate documentation, has: 

(1) Identified a person as deceased through a DMF match through a 
search described in § 56-7-3404, or other information source; 

(2) Validated such information through a secondary information source; 

(3) Conducted reasonable search efforts for the beneficiary within ninety 
(90) days after the insurer’s validation of the DMF match; and 

(4) Determined that no beneficiary can be located within one (1) year of 

the conclusion of search efforts described in subdivision (a)(3). 

(b) By remitting the proceeds of an unclaimed policy, annuity or retained 
asset account to the state pursuant to this section or pursuant to title 66, 
chapter 29, part 1, an insurer shall be relieved from all liability to any person 
relating to such proceeds. This relief from liability shall be in addition to any 
other protections provided by law. 

(c) An insurer shall pay unclaimed proceeds of a policy, annuity, or retained 
asset account not later than the last day of the period prescribed for such 
payment under title 66, chapter 29, part 1; provided, that an insurer may pay 
the unclaimed proceeds of a policy, annuity, or retained asset account prior to 
the end of such period. 


History. unclaimed proceeds of a policy, annuity or re- 
Acts 2014, ch. 974, § 1; 2017, ch. 457, § 4. tained asset account prior to the end of the 
pect Bat os. period specified by § 66-29-105. 


The 2017 amendment rewrote (c) which read: Effective Dates. 
“An insurer shall pay unclaimed proceeds of a Acts 2017, ch. 457, § 7. July 1, 2017; pro- 


policy, annuity or retained asset account no vided that, for purposes of promulgating rules, 
later than the end of the period specified by the act took effect May 25, 2017. 


§ 66-29-105; however, an insurer may pay the 


CHAPTER 8 


UNFAIR COMPETITION AND UNFAIR OR DECEPTIVE 
PRACTICES 


Part 1. Unfair Trade Practices and Unfair Claims Settlement Act of 2009 


Section 
56-8-104. Unfair trade practices defined. 
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PART 1 


UNFAIR TRADE PRACTICES AND UNFAIR CLAIMS 
SETTLEMENT ACT OF 2009 


56-8-104. Unfair trade practices defined. 


The following practices are defined as unfair trade practices in the business 
of insurance by any person: 

(1) Misrepresentations and False Advertising of Insurance 
Policies. Making, issuing, circulating, or causing to be made, issued or 
circulated, any estimate, illustration, circular or statement, sales presenta- 
tion, omission or comparison that: 

(A) Misrepresents the benefits, advantages, conditions or terms of any 
policy; 

(B) Misrepresents the dividends or share of the surplus to be received 
on any policy; 

(C) Makes a false or misleading statement as to the dividends or share 
of surplus previously paid on any policy; 

(D) Is misleading or is a misrepresentation as to the financial condition 
of any insurer, or as to the legal reserve system upon which any life 
insurer operates; 

(FE) Uses any name or title of any policy or class of policies misrepre- 
senting the true nature of the policy or class of policies; 

(F) Is a misrepresentation, including any intentional misquote of pre- 
mium rate, for the purpose of inducing or tending to induce the purchase, 
lapse, forfeiture, exchange, conversion or surrender of any policy; 

(G) Is a misrepresentation for the purpose of effecting a pledge or 
assignment of or effecting a loan against any policy; or 

(H) Misrepresents any policy as being shares of stock; 

(2) False Information and Advertising Generally. Making, publish- 
ing, disseminating, circulating or placing before the public, or causing, 
directly or indirectly to be made, published, disseminated, circulated, or 
placed before the public, in a newspaper, magazine or other publication, or in 
the form of a notice, circular, pamphlet, letter or poster, or over any radio or 
television station, or in any other way, an advertisement, announcement or 
statement containing any assertion, representation or statement with re- 
spect to the business of insurance or with respect to any insurer in the 
conduct of its insurance business, that is untrue, deceptive or misleading; 

(3) Defamation. Making, publishing, disseminating, or circulating, di- 
rectly or indirectly, or aiding, abetting or encouraging the making, publish- 
ing, disseminating or circulating of any oral or written statement or any 
pamphlet, circular, article or literature that is false, or maliciously critical of 
or derogatory to the financial condition of any insurer, and that is calculated 
to injure the insurer; 

(4) Boycott, Coercion and Intimidation. 

(A) Entering into any agreement to commit, or by any concerted action 
committing, any act or boycott, coercion or intimidation resulting in or 
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tending to result in unreasonable restraint of or monopoly in, the business 

of insurance; or 

(B) By any act of boycott, coercion or intimidation, monopolizing or 
attempting to monopolize any part of the business of insurance; provided, 
that nothing in this subdivision (4)(B) shall be interpreted as defining or 
determining as an unfair method of competition or any unfair or deceptive 
act or practice in the business of insurance any act of boycott, coercion or 
intimidation on the part of any person, unless the act is committed in 
connection with an intention on the part of the person to monopolize, or 
attempt to monopolize, any material part of the business of insurance; and 
provided further, that no insurance company shall be held to have violated 
this subdivision (4)(B) because of any act of a producer of that company, 
which act has not been authorized or approved or acquiesced in by the 
company; 

(5) False Statements and Entries. 

(A) Knowingly filing with any supervisory or other public official, or 
knowingly making, publishing, disseminating, circulating or delivering to 
any person, or placing before the public, or knowingly causing, directly or 
indirectly, to be made, published, disseminated, circulated, delivered to 
any person, or placed before the public, any false material statement of 
fact as to the financial condition of an insurer; or 

(B) Knowingly making any false entry of a material fact in any book, 
report or statement of any insurer or knowingly omitting to make a true 
entry of any material fact pertaining to the business of the insurer in any 
book, report or statement of the insurer, or knowingly making any false 
material statement to any insurance department official; 

(6) Stock Operations and Advisory Board Contracts. Issuing or 
delivering or permitting agents, officers or employees to issue or deliver, 
agency company stock or other capital stock, or benefit certificates or shares 
in any common law corporation, or securities or any special or advisory board 
contracts or other contracts of any kind promising returns and profits as an 
inducement to purchase insurance; 

(7) Unfair Discrimination. 

(A) Making or permitting any unfair discrimination between individu- 
als of the same class and equal expectation of life in the rates charged for 
any life insurance policy or annuity or in the dividends or other benefits 
payable on any policy or annuity, or in any other of the terms and 
conditions of the policy; 

(B)G) Refusing life insurance to, refusing to continue life insurance of, or 

limiting the amount, extent, or kind of life insurance coverage available 

to an individual based on the individual’s past lawful travel experiences; 
or 
(11)(a) Refusing life insurance to, refusing to continue life insurance of, 
limiting the amount, extent, or kind of life insurance available to an 
individual, or determining the premium of life insurance based on the 
individual’s future lawful travel plans unless: 
(1) The risk of loss for individuals who travel to a specified 
destination at a specified time is reasonably anticipated to be 
greater than if the individuals did not travel to that destination at 
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that time; and 

(2) The risk classification is based on sound actuarial principles 
and actual or reasonably anticipated experience; 

(b) An action shall be deemed to meet the requirements for exemp- 
tion under subdivision (7)(B)(i)(a) if it is taken because either one (1) 
of the following is true with respect to the travel destination: 
(1) The director of the centers for disease control and prevention 
of the department of health and human services has issued alerts or 
warnings regarding serious health-related conditions or an epi- 
demic or pandemic alert or response; or 
(2) There is an ongoing armed conflict involving the military of a 
sovereign nation foreign to the destination; 
(i11)(a) The commissioner is authorized to promulgate rules necessary 
to implement this subdivision (7)(B) and is authorized to provide for 
limited exceptions that are based upon national or international 
emergency conditions that affect the public health, safety, and welfare 
and that are consistent with public policy; 

(6) An insurer shall make any pertinent underwriting guidelines 
and supporting analyses available to the commissioner on request; 

(C) Making or permitting any unfair discrimination between individu- 
als of the same class and of essentially the same hazard in the amount of 
premium, policy fees or rates charged for any accident or health insurance 
policy or in the benefits payable under any accident or health insurance 
policy, or in any of the terms or conditions of the policy, or in any other 
manner; 

(D) Making or permitting any unfair discrimination between individu- 
als or risks of the same class and of essentially the same hazard by 
refusing to insure, refusing to renew, canceling or limiting the amount of 
insurance coverage on a property or casualty risk solely because of the 
geographic location of the risk, unless the action is the result of the 
application of sound underwriting and actuarial principles related to 
actual or reasonably anticipated loss experience; 

(E) Making or permitting any unfair discrimination between individu- 
als or risks of the same class and of essentially the same hazards by 
refusing to insure, refusing to renew, canceling or limiting the amount of 
insurance coverage on the residential property risk, or the personal 
property contained in the residential property, solely because of the age of 
the residential property; 

(F) Refusing to insure, refusing to continue to insure, or limiting the 
amount of coverage available to an individual because of the sex, race, 
religion, national origin, marital status, income, or educational back- 
ground of the individual; however, nothing in this subdivision (7) shall 
prohibit an insurer from taking marital status into account for the purpose 
of defining persons eligible for dependent benefits and nothing shall 
prohibit price distinctions between persons pursuant to underwriting and 
actuarial principles; 

(G) To terminate, or to modify coverage or to refuse to issue or refuse to 
renew any property or casualty policy solely because the applicant or 
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insured or any employee of either is mentally or physically impaired; 
provided, that this subdivision (7) shall not apply to health care liability 
insurance or accident and health insurance sold by a casualty insurer; 
and, provided further, that this subdivision (7) shall not be interpreted to 
modify any other provision of law relating to the termination, modifica- 
tion, issuance or renewal of any insurance policy or contract; or 

(H) Refusing to insure solely because another insurer has refused to 
write a policy, or has canceled or has refused to renew an existing policy in 
which that person was the named insured. Nothing contained in this 
subdivision (7)(H) shall prevent the termination of an excess insurance 
policy on account of the failure of the insured to maintain any required 
underlying insurance; 

(8) Rebates. 

(A) Except as otherwise expressly provided by law, knowingly permit- 
ting or offering to make or making any policy of insurance, including, but 
not limited to, any life insurance policy or annuity, or accident and health 
insurance or other insurance, or agreement as to the contract other than 
as plainly expressed in the policy issued thereon, or paying or allowing, or 
giving or offering to pay, allow, or give, directly or indirectly, as induce- 
ment to the policy, any rebate of premiums payable on the policy, or any 
special favor or advantage in the dividends or other benefits thereon, or 
any valuable consideration or inducement whatever not specified in the 
policy; or giving, or selling, or purchasing or offering to give, sell, or 
purchase as inducement to the policy or annuity or in connection with the 
policy or annuity, any stocks, bonds or other securities of any insurance 
company or other corporation, association or partnership, or any dividends 
or profits accrued thereon, or anything of value whatsoever not specified in 
the policy; 

(B) Nothing in subdivision (7) or subdivision (8)(A) shall be construed 
as including within the definition of discrimination or rebates any of the 
following practices: 

(i) In the case of life insurance policies or annuities, paying bonuses 
to policyholders or otherwise abating their premiums in whole or in part 
out of surplus accumulated from nonparticipating insurance, provided 
that any such bonuses or abatement of premiums shall be fair and 
equitable to policyholders and for the best interests of the company and 
its policyholders; 

(ii) In the case of life insurance policies issued on the industrial debit 
plan, making allowance to policyholders who have continuously, for a 
specified period, made premium payments directly to an office of the 
insurer in an amount that fairly represents the saving in collection 
expenses; 

(iii) Readjusting the rate of premium for a group insurance policy 
based on the loss or expense under the group insurance policy, at the end 
of the first or any subsequent policy year of insurance under the group 
insurance policy, that may be made retroactive only for the policy year; 
or 

(iv) Offering a child passenger restraint system or a discount in 
premium equal to the amount of the purchase price of a child passenger 
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restraint system to policyholders, when the purpose of the restraint 

system is the safety of a child and complies with § 55-9-602; 

(C) This subdivision (8) does not prohibit the payment of a fee to a trade 
or professional association exempt from income tax under § 501(c) of the 
Internal Revenue Code (26 U.S.C. § 501(c)); 

(9) Prohibited Group Enrollments. No insurer shall offer more than 
one (1) group policy of insurance through any person unless the person is 
licensed, at a minimum, as a limited lines producer; however, this prohibi- 
tion shall not apply to employer/employee relationships, nor to any such 
enrollments; 

(10) Failure to Maintain Marketing and Performance Records. 

Failure of an insurer to maintain its books, records, documents and other 
business records in such an order that data regarding claims, rating, 
underwriting and marketing are accessible and retrievable for examination 
by the insurance commissioner. Data for at least the current calendar year 
and the two (2) preceding years shall be maintained; 

(11) Failure to Maintain Complaint Handling Procedures. Failure 
of any insurer to maintain a complete record of all the complaints it received 
since the date of its last examination under § 56-1-408. This record shall 
indicate the total number of complaints, their classification by line of 
insurance, the nature of each complaint, the disposition of each complaint, 
and the time it took to process each complaint. For purposes of this 
subdivision (11), “complaint” means a written communication expressing 
dissatisfaction or disagreement with the decision or action of an insurer; 
provided, however, that a communication submitted as part of the insurer’s 
usual and customary claims process shall not be considered as a complaint; 

(12) Misrepresentation in Insurance Applications. Making false or 
fraudulent statements or representations on or relative to an application for 
a policy, for the purpose of obtaining a fee, commission, money or other 
benefit from any provider or individual person; 

(13) Failure to File or to Certify Information Regarding the En- 
dorsement or Sale of Long-term Care Insurance. Failure of any 
insurer to: 

(A) File with the insurance department the following material: 

(i) The policy and certificate; 
(ii) A corresponding outline of coverage; and 
(iii) All advertisements requested by the insurance department; or 

(B) Certify annually that the association has complied with the respon- 
sibilities for disclosure, advertising, compensation arrangements, or other 
information required by the commissioner, as set forth by rule; 

(14) Failure to Provide Claims History. 

(A) Failure of a company issuing property and casualty insurance to 
provide the following loss information for the three (3) previous policy 
years to the first named insured within thirty (30) days of receipt of the 
first named insured’s written request: 

(i) On all claims, date and description of occurrence, and total amount 
of payments; and 

(ii) For any occurrence not included in subdivision (14)(A)(), the date 
and description of occurrence; 
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(B) Should the first named insured be requested by a prospective 
insurer to provide detailed loss information in addition to that required 
under subdivision (14)(A), the first named insured may mail or deliver a 
written request to the insurer for the additional information. No prospec- 
tive insurer shall request more detailed loss information than reasonably 
required to underwrite the same line or class of insurance. The insurer 
shall provide information under this subdivision (14)(B) to the first named 
insured as soon as possible, but in no event later than twenty (20) days of 
receipt of the written request. Notwithstanding any other provision of this 
section, no insurer shall be required to provide loss reserve information, 
and no prospective insurer may refuse to insure an applicant solely 
because the prospective insurer is unable to obtain loss reserve informa- 
tion; 

(C) The commissioner is authorized to promulgate rules to exclude the 
provision of the loss information as outlined in subdivision (14)(A) for any 
line or class of insurance where it can be shown that the information is not 
needed for that line or class of insurance, or where the provision of loss 
information otherwise is required by law; 

(D) Information provided under subdivision (14)(B) shall not be subject 
to discovery by any party other than the insured, the insurer and the 
prospective insurer; 

(15) Unfair Replacement Transaction Practices. Replacing a life 
insurance policy or an annuity contract in a manner contrary to rules 
promulgated by the commissioner pursuant to this part; 

(16) Unfair Utilization of Proprietary Information. With respect to 
any policy of insurance underwritten in a pool, residual market mechanism, 
joint underwriting authority or assigned risk plan or through a plan 
depopulation initiative or other similar program, any information contained 
in a policy application or obtained in the servicing of such a policy of 
insurance cannot be used in any manner by the servicing carrier or its 
representatives for the purpose of soliciting any form of insurance, except 
when permission to use the information is granted by the commissioner on 
any specific risk; 

(17) Changing Classification and Rate After Policy Expiration or 
Renewal. With respect to commercial risk insurance, making a change in 
the classification or rates either more than one (1) year after the policy’s 
renewal date or the expiration date if the policy was not renewed without the 
written consent of the insured; provided, that no consent is necessary if the 
change is in the favor of the insured. This subdivision (17) does not apply 
where the insured has failed to cooperate, given misleading information, or 
made material misrepresentations or omissions; 

(18) Preferences or Distinctions in Certain Insurance Transac- 
tions prohibited. 

(A) Making, offering to make, or permitting any preference or distinc- 
tion in property, marine, casualty, or surety insurance as to form or policy, 
certificate, premium, rate, benefits, or conditions of insurance, based upon 
membership, nonmembership, or employment of any person or persons by 
or in any particular group, association, corporation, or organization, or 
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making the preference or distinction available in any event based upon 

any fictitious grouping of persons; 

(B) The restrictions and limitations of this subdivision (18) do not 
extend or apply to life, health and accident, disability or workers’ compen- 
sation insurance or to plans to provide legal services. Nothing in this 
subdivision (18) shall apply to any domestic company that confines its 
insurance business and operations to this state and to the provision of 
insurance solely for the benefit of its members, or members of its parent or 
sponsoring organization; 

(C) Notwithstanding any other provision of this title, dues paid before 
or after March 22, 1996, to a nonprofit association, membership in which 
entitles the members to apply for insurance from insurance companies 
described in subdivision (18)(B), shall not be considered as gross premium 
or consideration for insurance; 

(D) Notwithstanding any other provision of this title to the contrary, an 
insurer may make, offer to make, or permit a preference or distinction in 
property, marine, casualty or surety insurance as to form or policy, 
certificate, premium, rate, benefits or conditions of insurance based upon 
membership in an association of professionals with more than five 
thousand (5,000) dues-paying members in this state with members resid- 
ing or practicing in at least eighty (80) counties within the state; 

(19) Disclosure of Nonpublic Personal Information. 

(A) Disclosing nonpublic personal information contrary to Title V of the 
Gramm-Leach-Bliley Act of 1999, Pub. L. No. 106-102 (15 U.S.C. § 6801 et 
seq.), or violating a rule lawfully promulgated under this part; 

(B)G) The commissioner shall not impose civil penalties against, or 

revoke or suspend the license of, a person who violates subdivision 

(19)(A), unless the violator intentionally violated subdivision (19)(A) or 

committed violations of subdivision (19)(A) in sufficient number as to 

indicate a lack of the use of due diligence on the part of the violator in 

complying with subdivision (19)(A); 

(ii) For purposes of subdivision (19)(A): 

(a) “Nonpublic personal information” means nonpublic personal 
information as defined in Title V of the Gramm-Leach-Bliley Act of 
1999, Pub. L. No. 106-102; and 

(b) “Person” means an entity or individual holding or required by 
law to hold a certificate of authority or license, or the functional 
equivalent of a certificate of authority or license, under this title; 

(C) Any rules promulgated pursuant to this subdivision (19) shall be no 
more restrictive than Title V of the Gramm-Leach-Bliley Act of 1999, Pub. 
L. No. 106-102; 

(20) False, Misleading, Deceptive or Unfair Practices Concerning 
Sales to Members of the Armed Forces. Notwithstanding any other 
provision in this title, the commissioner shall have the authority to adopt 
rules to protect service members of the United States armed forces from 
dishonest and predatory insurance sales practices by declaring certain 
identified practices to be false, misleading, deceptive or unfair; and 

(21)(A) Unauthorized Use of Lender Information. It is unlawful for 

any person to make, publish, disseminate, circulate, or place before the 
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public, or cause, directly or indirectly, to be made, published, dissemi- 
nated, circulated or placed before the public, in a newspaper, magazine or 
other publication, or in the form of a notice, circular, pamphlet, letter or 
poster or over the Internet or any radio or television, or in any other way, 
an advertisement, announcement or statement containing any assertion, 
representation, or statement with respect to the sale, distribution, offering 
for sale or advertising of any loan, refinance, insurance or any other 
product or service that is untrue, deceptive, or misleading. 

(B) It is unlawful for any person to commit any of the unlawful acts 
prohibited in § 45-2-1709(a)(1)(D) or (E). 

(C) For purposes of this subdivision (21), “lender” means any bank, 
savings and loan association, savings bank, trust company, credit union, 
industrial loan and thrift company, mortgage company, mortgage broker, 
or any subsidiary or affiliate of a bank, savings and loan association, 
savings bank, trust company, credit union, industrial loan and thrift 


company, mortgage company, or mortgage broker. 


History. 

Acts 2008, ch. 1079, §§ 1, 5; 2011, ch. 89, 
§$ 25, 6; 2011, eh. 210.81: 2012. cls708 15522: 
2019; ch 386,98 1: 


Amendments. 
The 2019 amendment added (8)(C). 


Effective Dates. 


Acts 2019, ch. 86, § 2. April 3, 2019. 


56-8-113. Remedies and sanctions for breach of, or for alleged unfair 
or deceptive acts or practices in connection with, a 
contract of insurance. 


NOTES TO DECISIONS 


ANALYSIS 


ee Applicability. 
4, Punitive Damages. 


2. Applicability. 

Initial proof of loss form was not submitted 
until June 22, 2011, and plaintiff was unaware 
of sufficient facts prior to April 29, 2011, that 
she had sustained injury or damages as a result 
of defendant’s actions; plaintiffs claim accrued 
after April 29, 2011, rendering the statute ap- 
plicable and prohibiting review of the Tennes- 
see Consumer Protection Act claim. Lance vy. 
Owner’s Ins. Co., — S.W.3d —, 2016 Tenn. App. 
LEXIS 369 (Tenn. Ct. App. May 25, 2016), 
appeal denied, Lance v. Owners Ins. Co., — 
S.W.3d —, 2016 Tenn. LEXIS 762 (Tenn. Oct. 
20, 2016). 


4, Punitive Damages. 
Statute does not prohibit recovery of bad 
faith or common law punitive damages; in this 


case, the evidence was insufficient to support 
an award of punitive damages regarding defen- 
dant’s handling of plaintiffs claim, as the re- 
sults of the investigation supported defendant’s 
honest and good faith belief that plaintiff was 
somehow involved in setting the fire. Lance v. 
Owner’s Ins. Co., — S.W.3d —, 2016 Tenn. App. 
LEXIS 369 (Tenn. Ct. App. May 25, 2016), 
appeal denied, Lance v. Owners Ins. Co., — 
S.W.3d —, 2016 Tenn. LEXIS 762 (Tenn. Oct. 
20, 2016). 

District court denied an insurer’s motion to 
dismiss its insured’s punitive damages claims 
because the Tennessee Supreme Court would 
rule that neither the bad-faith statute, T.C.A. 
§ 56-7-105, nor this section vitiated a properly 
pled common law claim for punitive damages in 
a breach of contract action. Northend Investors, 
LLC v. Southern Trust lin. Co., — F. Supp. 2d 
—, 2017 U.S. Dist. LEXIS 88638 (W.D. Tenn. 
June 9, 2017). 
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